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SUMMARY OF RECOMMENDATIONS. 


1. We have divided the Mill Industry into two sections—the 
woollen and the worsted. Taking woollens first, we have proposed 
Blankets the separate classification of woollen blan- 
; kets in the Customs Schedule. We define: 
a woollen blanket as one containing not less than 25 per 
cent. wool, and recommend that a specific duty of 4 annas a Ib. 
combined with an ad valorem duty of 25 per cent. should be im- 
posed on all woollen blankets. A minimum duty of one rupee 
per blanket is proposed in order to protect the handloom industry 
and the lowest class of mill blanket against the importation of 
very light rugs made of shoddy and mixed materials. 


2. In regard to other fabrics we have found that protection is 
required against shoddy materials from Italy and other countries. 
Pi ee We have recommended that shoddy goods 
‘Woollens’? 6 *S should no longer be excluded from the 
; classification of woollen piecegoods and 
recommend a specific duty of one rupee a lb, with an alternative 
ad valorem duty of 35 per cent. on piecegoods classed as 
‘ woollens ’. 
3. In the worsted section of the industry we find that protection 
is chiefly required against Japanese goods. We recommend that 
shawls should no longer be treated differ- 
Siceeds shawls and ently from other piecegoods. We have 
: ‘ found that the ad valorem duty required to 
protect the industry against Japan amounts to 77 per cent., a figure 
far greater than that required against other countries, the currency 
of which has not depreciated. We therefore suggest that if it be 
feasible under the Trade Conventions, the protective duty should 
be fixed at 40 per cent. and be coupled with an exchange compen- 
sation duty, and recommend) that authority should be taken to- 
impose this exchange compensation duty against any country on 
proof of currency depreciation, or similar stimulation of exports. 
In the case of Japan, the exchange compensation required to-day 
we find to be 37 per cent. The system of a quota is discussed, and 
_ left as an alternative. In view of the present chaotic condition of 
the world’s exchanges, we propose that the protective duties should 
be imposed in the first instance for 3 years only, or until 3ist 
March 1989. 
4. We have been unable to recommend the protection of Indian 
yarns on the grounds that the Indian Mills have been hitherto 
Worsted unable to meet the demand of subsidiary 
ORSter a08; industries, that there is really no indepen- 
dent spinning industry in India which can satisfy the conditions 
of the Fiscal Commission and that the handloom and small scale 
industries and the hosiery industry require cheap yarn in order to 
safeguard their existence. 


& SUMMARY OF RECOMMENDATIONS, 


5, In regard to mixtures while we consider that the Customs 
or Trade Returns should continue to record the import of mixtures 
separately we recommend that mixtures 
which come under the classification of 
-woollens should be subject to the same specific duty or ad valorem 
-duty as pure woollens and that worsted mixtures should be liable 
.to a similar ad valorem duty as pure worsted goods. 


6. In regard to imports from the United Kingdom we have 
found that under none of the above categories is protection required 
. for the Indian industry to an extent greater 
og B reterence enone than can be covered by the present revenue 
* duty and that accordingly preferences may 
be given to imports from the United Kingdom without harm to 
‘the interests of the Indian industry. 25 per cent. ad valorem duty 
‘may therefore be retained on woollen and worsted piecegoods and 
‘hosiery and a preference extended to blankets and rugs. 


7. We have found that the present revenue duty of 35 per cent. 
‘is sufficient to protect the Indian industry, if the duty on yarns 
. be not raised. We recommend that the 
Hosiery. protective duty be fixed at Re. 1-2 a Ib. 
‘(necessary to cover socks and stockings) and at 35 per cent. ad 
valorem, whichever duty be the higher. Pes 
8. In view of the increasing use of staple fibre in the manufac- 
ture of mixed materials we have recommended that artificial staple 
fibre should he admitted like: other raw 
Miscellaneous: Staple materials free of duty or at the most subject 
re to the duty at present levied on imported 
cotton, 


9. We propose that clearer cloth and sizing flannel should no 

Clearer cloth, sizing longer-have the reduced preferential duty 

flannel and belting given to mill stores but should henceforth 
Pate. be included among other woollen. imports. 


Belting yarn should be treated as other yarns. 


10. We recommend the prohibition of the export of lambs’ wool 
on the pelt in order to prevent the increas- 
Export of lambs’ wool. ing practice of the slaughter of ewes with 


young. 


Mixtures, 


Report 


on the 


Woollen Textile Industry. 


CHAPTER T. 


Preliminary. 
This enquiry was referred to the Tariff Board by Resolution: 
No. 9-T. (2)/84, dated the 20th October, 
Extent of the en- 1984, of the Government of India in the 
quiry, Commerce Department which runs as 
follows :— 


“The Government of India have received representations 
from certain woollen mills in India requesting that protection 
may be extended to the woollen industry. In pursuance of 
paragraph 3 of the Resolution of the Government of India, 
Department of Commerce, No, 3748, dated the 10th July, 1923, 
the Government of India have decided that the claims of the 
industry should be the subject of an enquiry by the Tariff 
Board. 

(2) In making its enquiry the Tariff Board will be guided’ 
by the principles laid down in the Resolution adopted by the- 
Legislative Assembly on February 16th, 1923, and will con- 
sider— 


(a) whether the cond‘tions laid down in paragraph 97 of the: 
Report of the Indian Fiseal Commission are satisfied 
in the case of the woollen textile industry in India; 
and 


(b) in what form, to what extent and in respect of what 
articles or class or description of articles protection . 
should be given. 


(3) The Board will also take into account other relevant con- 
siderations including those stated in parts (b) and (c) of the 
Resolution adopted by the Legislative Assembly on the 16th 
February, 1923, and, further, will consider how its recom-- 
mendations, if any, will affect industries using woollen yarn 
or any other articles made of wool. 


(4) Firms or persons interested who desire that their views 
should be considered by the Tariff Board should address their - 


(3) 


4 CHAPTER I. 


representations to the Secretary to the Board, Town Hall, 
Bombay.”’ 
2. A communiqué was issued on the same date calling for 
-representations from all persons interested and a circular letter 
: was addressed to all Provincial Governments 
so ee * and States asking for information regarding 
the village industry. A Joint Representa- 
tion was received in response to the communiqué from the Woollen 
Mills situated in Bombay and Bangalore, and other representations 
-were received from Chambers of Commerce and Trade Associations 
throughout India, from Hosiery Associations, and from minor 
factories chiefly in the Punjab and the United Provinces. 


3. In November and December the Board toured in the Mysore 
‘District, and the Punjab, visiting most of the mills, a number of 
‘ ._ hosiery factories and villages selected to 
Pees tour and oral sive information of the different types of 
: , article produced’ by the cottage industry. 
On. return from tour questionnaires were issued to Mills, Hosiery 
factories, and merchants, and on receipt of replies to these, oral 
evidence was taken in Bombay-during February and March. It 
was not till late in March*that a'representation was received from 
the British India Corporation (representing the Cawnpore and 
Dhariwal Mills) expressing sympathy with the application of the 
rest of the Mill industry, stating that for their part they had been 
able to hold their own in the market except against Japanese and 
Italian competition, and regretting that in the interests of their 
shareholders they were unable to divulge any statistics of output 
or costs. In view of this attitude of the Corporation the Board 
decided that the projected visit to Cawnpore would be useless. 
Oral evidence was however received from representatives of the 
United Provinces Industries Department. Such statistics as we 
have been able to obtain indicate that these two mills have an 
output amounting to perhaps 50 per cent. of the total output of 
the country, and the attitude of the Corporation therefore placed 
the Board in a grave quandary. We shall have to refer to this 


later in our report. 


A, The only Mill from which we have received no representa- 

No representation tion at all is the Baijnath Woollen Mill, a 

from Baijnath Woollen small mill in Cawnpore, which is reported 
- Mill. to be working irregularly. 


5. We have been greatly handicapped by the absence of effec- 
tive statistics both of the Mili industry and of the Cottage indus- 
: try, and the course of the enquiry has been 

Absence of effective much delayed by the attempt to collect them. 
statistics—a great: “mhe non-eo-operati ¢ th : 
handicap. i a peration of the major repre 
sentatives of the Mill industry has, we fear, 

left the general field of statistics much as it was. In respect of 
the Cottage industry the Government of Mysore with its usual 
-thoroughness instituted a special enquiry, and the pamphlet which 
‘has been published by them contains a picturesque and we think 
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reasonably accurate picture of the conditions of the woollen 
industry in that State, and has been found of much service. The 
Government of Kashmir has also submitted a representation which 
though less detailed, indicates the relative importance of * the 
woollen industry in the economic fabric of the State. Of the Pro- 
vinces of British India the cottage woollen industry is of major 
importance only in the Punjab and the United Provinces. But 
none of the Provinces have adequate statistics of their cottage 
industries, and even in the Punjab and the United Provinces we 
have had to rely for our information largely on sample surveys 
and the impressions of officials, to whom we are grateful for the 
way in which they have placed their knowledge and services at our 
disposal. We realize the great difficulty in the way of compiling 
and maintaining any records relating to an industry with fluctuat~ 
ing numbers and fluctuating output. But we have to confess that 
the statistics which we shall have to offer, while they may give a 
rough idea of the size and relative importance of the industry, are 
to a large extent somewhat unreliable estimates. We have 
received no information from any other Major State*, and draw 
the conclusion that the cottage industry, if it exists, is either of 
small importance or requires no-help. 


6. To a less degree the remarks made in our last paragraph 
must apply to the Hosiery industry which in its modern form is 
_ the growth of the last few years. It is to 
vary fence peel a considerable extent organised into Asso- 
ra rege less depres” ciations which have done their best to 
supply us with statistics, but the industry 
is scattered, hundreds of ‘ factories’ contain but a few machines, 
and it is obvious that no very accurate information whether of 
output or costs is feasible. The Hosiery industry is widely spread 
over India. There are important factories in Bémbay, Bengal, 
Burma, the United Provinees and the Punjab, and the largest. 
‘output comes from the industry inthe Punjab, where its recent 
growth under the encouragement of cheap yarns from Japan and 
elsewhere has been almost phenomenal. And there is yet another 
form of the industry regarding which we have been able to obtain 
no information at all, viz., the hand-knitting which is carried on 
we are told extensively, chiefly in Bengal, and the extent of which 
can oon be roughly gauged from the imports and sales of knitting 
wool, : 
7, The abstention of an important section of the Industry from 
any useful part in this enquiry raises once again in a more acute 
; ._ form the need for investing the Tariff Board 
eo for investing with power to call for evidence. We can 
oard with power to é 
wall tom cyidence: understand the reluctance of any unit of 
an industry to furnish for publication 
figures relating to their internal administration. But we think it 
wrong that any section of an industry which is applying for pro- 
tection should be able, by refusing ‘to supply statistics even in 
confidence, to prevent an effective enquiry and so jeopardise the 
position of the rest of the industry, : 


* Since this was written a report has come from Hyderabad, 
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8. Apart from this rather difficult problem it may be noted 
that the industry as a whole is yet unorganized. All important 
mills are members of the Bombay Mill- 
owners’ Association, but the affiliation of 
the woollen mills to this central Association 
has very recently taken place, and the Association has had little 
opportunity of studying their special problems. We are sure we 
need lay no stress on the need of the Association maintaining all 
current statistics which are likely to be of interest or importance 
to future study of the industry. 

9. We owe special thanks to our Technical Adviser, Mr. J. 
Addyman, whose lifelong acquaintance with the woollen industry’ 
in India and the United Kingdom has been 
of great service to us. His task has beew 
one often involving immense labour, for which we cannot be too 
grateful. 


Industry not yet or- 
ganized, 


Acknowledgment, 


CHAPTER II. 


General description of the Industry. 


10. It is necessary for the understanding of the indigenous 
industry that we should first give some description of the raw 
material of the industry available in the 
country. ‘‘ East Indian ’’ wools as known 
in the world trade include not only Indian, but wool from Persia, 
Iraq, Afghanistan and Tibet. Except some of the Persian and 
Iraqi, these wools come into India by land, and are used both by 
Mills and cottages, and are exported with Indian wool, chiefly 
from Karachi. They are for the most part (though they vary 
greatly in quality) superior in quality to most Indian wools. The 
best Indian wools are those known as Bikaneres (coming from the 
State of that name and the adjoining country of the Punjab), and 
the Joria wools from Cutch and Western India. What we may 
call the typical plains wools of India are dry, hairy and short of 
staple and deteriorate in quality as we go East and South. They 
are suitable for the manufacture of coarse blankets and tweeds, 
and for carpet yarn. A good deal of the wool used in South India 
is tannery wool, i.e., wool taken from the pelt of the dead animal. 
Tt is the cheapest of all Indian wools and only used for mixing 
with other wool. Its prive helps to-bring down the general price 
level of South Indian wools. The estimated production* of Indian 
wool is from 90 to 100 million pounds and roughly half of this 
quantity is exported, largely it is believed for the manufacture of 
carpet yarns and coarse blankets. 

11. The cottage industry grew out of these conditions. 
Throughout Bombay, Madras, the Central Provinces, Bihar and 
part, of the United Provinces and part of the 
Punjab the woollen handloom industry 
is practically confined to the manufacture of a coarse blanket 
(the ‘“ kambli’’) usually made from unscoured wool and 
serving as a mackintosh as well,as a blanket and travelling 
tug, and of rough pile carpets and druggets. In __ these 
tracts the growing of wool is really a profession subsidiary 
to agriculture. The sheep is primarily a producer of mutton and 
manure: and the woollen by-product provides the raw material for 
garments suitable for agricultural wear only. Only where a 
superior variety of wool is obtained, generally in some hilly tract 
where better grazing is obtainable, does one find a superior article, 
a better blanket and a finer tweed. This is true of parts of the 
Mysore State in the South of India, and more generally true of 
the Punjab, the United Provinces and Kashmir, which is the home 
of the famous pashmina fabrics. For a good many years now, 
except in Kashmir, the use of -handspun yarn for the finer fabrics 
has become less and less, and the substitution of fine mill-spun 
crossbred and merino yarns has enabled the weavers to produce a 
cheaper article of very similar appearance and quality. 


* See Appendix IV. 
(7) 


Raw material. 


Cottage industry. 
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12. The first woollen mills to be set up in India about 1876 
were in the centre of the most important hand weaving districts of 
pee eT the North, viz., Cawnpore and Dhariwal, 
Tedantrs: ™ and for many years handlooms were part of 
: their equipment. Later on traders began 
to organize the cottage industry of carpet making in these Provinces, 
and some mills were set up at Amritsar and ewtere whose chiet 
function was to spin the carpet yarn. In these mills the manu- 
facture of cearse cloths and blankets has really been subsidiary to 
their main purpose of producing yarn for the carpet looms. 
Shortly after the Cawnpore Mill was started a mill was opened at 
Bombay, already the home of a flourishing cotton textile industry, 
and another at Bangalore, the centre of an important cottage in- 
dustry based on the abundant supply of local wools. The Banga- 
lore mill restricted itself and still does almost entirely to the pro- 
duction of a cheap blanket made from the South Indian wool. 
The Bombay mill and the two mills of the Cawnpore Company 
from the first made use of the finer qualities of East Indian wools; 
later they added worsted departments and while continuing to use 
East Indian wools for worsted production began to cater for the 
demand from urban areas for a better quality of article by import- 
ing Australian wool which-about thisdime began to fall in price, 
assisted by the Australian exchange. 


13. It is important for the understanding of the problem before 

us that the distinction between what are known in the trade as 
ee Ae ‘worsteds’ and ‘woollens’ should be 

P Pe Pedy clearly understood, and also the very 
ee ea ang Woo marked difference in the qualities of ‘ cross- 
bred’ and ‘ Merino’ types of wool. The 

history of the evolution of the moder types of wool is of great 
interest, but would be beyond the scope of this Report, and it will 
be sufficient for our present purpose to state that Australasia is the 
chief supplier of the world’s demand for wool (particularly of the 
finest merino quality) but increasing quantities are being exported 
from South Africa and the Argentine and elsewhere. And broadly 
speaking her types of wool are divided into Crossbreds and Merinos. 
The essential difference between the types is the relative coarseness 
of the fibre. Merino wools are of finer fibre, give a much softer 
handle in the finished material and a larger yield of yarn. They 
can be spun, if necessary, into a very fine count and can alone be 
used for the very lightest textiles. Crossbred wools as a rule are 
not spun to counts finer than 36s. The system of counts employed 
in the industry is somewhat perplexing to a layman and the system 
followed in worsted yarns is not the same as that in woollen yarns. 


14. The distribution between worsteds and woollens is not com- 
monly understood by—the-general-peblic, and some description of 
the processes is therefore necessary. The 
line of demarcation begins with the selection 
of the wools. In the worsted trade only 
wools with fibres of sufficient length to be combed can be used. 
In the manufacture of woollen yarn the shortest of fibres can be 


Description of the 
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made use of, and consequently the use of ‘ recovered ’ wool (wool 
fibres obtained by the breaking up of rags and commonly known as 
shoddy and mungo), cotton and wastes, for blending with virgin 
wool, is confined to the woollen side of the industry. 


15. From the selection of the wool the processes followed differ 
entirely, and consequently a worsted fabric differs essentially trom 
a woollen material. The object in the 
Pe sean er falewes woollen process of spinning from the card- 
ing onwards is to arrange the fibres of the 
material so that while the longer ones form the core of the yarn, 
shorter ones cross one another in all directions inextricably mixed 
with thé core. This process facilitates the ‘milling’ or ‘ ful- 
ling ’ of the woven cloth to which all woollens are subjected. 
There is no combing of the wool; and wool of the shortest staple 
consequently can be used in this process. But combing would also 
make impossible the milling which enables that finish to be given 
to woollen fabrics which is their peculiarity. In the worsted 
process the combing arranges all the long fibres in a parallel posi- 
tion, and extracts the short fibres which are then known as ‘ noils ’ 
and are returned to the woollen mill for blending with other wool 
and possibly other materials. The combing machine delivers the 
combed wool in the form of a continuous sliver known as ‘ tops” 
ready to be spun into worsted yarn. 


16. Typical examples of woollen fabrics are blankets, tweeds, 
meltons, blazer cloth, flannels; and of worsteds shawls, serges, 
tropical suitings, muslins and most knitted 
goods. Counts of worsted yarn are esti- 
; mated from the standard of 560 yards 
weighing one pound. A yarn of these dimensions would be known 
as Is: and consequently a 32s yarn is one of which 32 x 560 yards, 
viz., 17,920 yards weigh one pound. This is the English and 
Indian system. It is worth while noting that Japan and all 
Continental countries follow a metric system which gives for the 
same number of counts a slightly coarser yarn, so that to match, 
say, a 82s English yarn a 34s foreign yarn is required. Counts of 
woollen yarn are usually calculated on the basis of skeins, 16 yards 
being equal to 1 skein weighing one ounce. An 8 skeins yarn is 
therefore one of which 128 yards weigh one ounce. 


Worsted and woollen 
yarns. 


17. It will, it is hoped, now be understood from this brief 
description that most Indian wools are unsuited for the worsted 
: process and that this side of the Indian 

i ee ee industry is dependent in the main for its 
process, raw material on imported wool of Austra- 
lian type. It is true that some of the 

frontier wools included in the term Hast Indian can be spun into 
worsted yarn. Indeed the mill-made shawl which was the chief 
produce of the worsted industry prior to the war was made almost 
entirely of East Indian wool irom Persia and Afghanistan. And 
this wool continues to be used for the worsted yarn required for 
the hosiery goods supplied to certain Government departments. 
It is probable that some of the North Indian wools carefully 
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selected can be used for mixing with imported Australian, but the 
amount of such wool suitable for this purpose is not very great, 
and the broad conclusion is we think true that the worsted trade 
is and must remain dependent on foreign supplies for its raw 
material. A note on the attempts which have been made to im- 
prove the quality of Indian wools will be found among the Appen- 
dices.* We need only refer here to our conclusion that the most 
that can be expected from such efforts is to raise the general level 
of quality to that of the Australian crossbreds; and it must be 
many years before the effect of a planued-system unless on a very 
considerable scale could be seen in marketable supplies. The pre- 
paration of ‘ tops’ is a specialized industry in the United King- 
dom and it is often cheaper for the Indian mills to buy their 
supplies of foreign wool in the form of tops. A considerable 
portion. of the import of raw wool consists therefore of ‘ tops’, 
which are admitted free of duty. 

18. The mills at- Bangalore and Amritsar and the Maharani 
Mill at Baroda (closed since 1933) are woollen mills. The mill at 

Ambernath was a purely worsted mill. 
, Woollen and worsted The four in Bombay, Cawnpore and Dhari- 
industries in India. : 4 ee : 
: wal are combined worsted and woollen mills. 
They depart in this respect:from the practice of the United King- 
dom and the Continent and Japan, where specialization of the 
various branches of the industry is followed. In the United 
Kingdom, for example, it is unusual for woollens and worsteds to 
be combined in the one mill: and top-making, dyeing and finish- 
ing, very generally, and sometimes spinning, are specialised 
industries. 

19. Tables I and II give our rough estimates of the size of 
the woollen and worsted industries and their output (excluding 
hosiery). We regret that for reasons 
already recorded we cannot claim great 
accuracy for these figures. ‘The statement merely records condi- 
tions as they exist to-day. With the capacity of the industry for 
expansion we shall deal in a later chapter. It will be seen that 
in extent and volume of output the handloom industry considering 
only the output of to-day greatly outweighs the mill industry. 


* Appendix V. 


Size of the industries. 
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CHAPTER III. 
Recent History of the Mill Industry. 


20. Even before the war we hear complaints in provincial! 
reports of the effect of Continental competition on the sale of pro- 
ee - ducts of the cottage industry. It is curious. 
dee competition to) read in a Punjab Manual of 1911 that 
efore and after the re eae se 
war, the “hand weaver finds it increasingly: 
difficult to compete with the cheap shoddy 
articles of Europe, which beguile the simple customers by their 
excellent feel and finish ’’. This might have been written yester-. 
day. But there is no evidence that the mills of that day were- 
‘worrying about foreign competition; and in any case the war put 
an end to it, and gave an immense impetus to the whole Indian 
cndustry. All the mills and many handlooms were completely 
devoted during the war years to the provision of war supplies. 
And when the war ended there was much leeway to be made up: 
in supplying the public demand, a demand however no longer to 
be satisfied with the older forms of Indian production. 


21. Most of the industrial countries of the world were now 
organized on a war basis, and after the reparation of the damage: 
to France and Belgium, were better equip- 
Imports of woollen ped than ever before, and anxious to obtain 
goods increased. r k. 
foreign markets in order to keep as much 
as possible of their plant in full working. The combined effect of 
these causes on the import of woollen goods is strikingly illustrated! 
in Tables III to VII showing gross imports under various. 
categories. There have been various changes of Customs classifi- 
cation during the period covered and in order to maintain com-. 
parative values we have had to combine certain reported figures. 
This is indicated in notes below the Tables. (Imports in 1920-21 
were abnormally large owing to the sudden appreciation of the 
Rupee.) 
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22. The capitalists of India, and of Bombay in particular, did 
not fail to notice the opportunity provided by the increase 1n the 
: _ public demand. At the time of the war the 
Pes ae started important mills in existence were the 
, Dhariwal and Cawnpore Mills and the 
Bombay Woollen Mill, manutacturing both woollen and worsted 
goods, and the Bangalore Woollen Mill making only coarse 
blankets. Between 1919 to 1921, a period of continued optimism, 
three new companies were floated in Bombay, and mills opened 
in or in the neighbourhood of that city, namely, the Indian Woollen 
Mill, the Wadia Woollen Mill and the Dharamsi Morarji Mill, 
and we have reason to suppose, were over-capitalised. About the 
same time the Kaisar-i-Hind Mill started work in Bangalore, the 
Maharani Mill in Baroda and the Oriental Carpet Factory in 
Amritsar. The total capital invested reached the total of nearly 2 
crores. In all some 13,000 additional woollen and 20,000 addi- 
tional worsted spindles were installed, raising the total number of 
apindles in India from perhaps 42,000 (no exact statistics are 
available) to about 74,500; and the capital invested in the mill 
industry rose from some Rs. 50 lakhs to about Rs. 240 lakhs. 


28, A prevailing influence at the time was the prospect of 
getting Government contracts and a starved market had been 
ee on al readily absorbing all that could be provided. 
industry. But imports were increasing rapidly, 
(greatly encouraged by the phenomenal 
rise in the value of the rupee in 1920-21), surplus war stores were 
on the market and the Indian mills while multiplying their own 
production by three were at the same-time failing to improve the 
quality of their production, possibly hampered in this by the in- 
creasing competition. By 1924-25 the market was satiated, 
general prices were falling, and the competition for Government 
contracts brought these prices.also down. The ‘‘ Army blanket ”’ 
(for which there is no foreign competition) which in 1923 cost 
Rs. 7-8 was given out to contract in 1925 at Rs. 4-10, a much 
heavier fall than was justified by the general level of import prices: 
Heavy stocks and forced sales brought down the prices of many 
articles in demand in the market (in spite of a fall in raw material 
rices) below the cost of manufacture. The Wadia Mill went into 
Liquidation in 1925 and the Dharamsey Mill in 1928. The 
Indian Woollen Mills were forced in 1925 into amalgamation with 
cotton mills working under the same managing agency, and have 
written off capital amounting to some Rs, 32 lakhs. The old estab- 
lished Bombay Woollen Mill after struggling till 1929 failed to 
recover from a disastrous fire and was forced to close down. The 
Maharani Woollen Mill went into liquidation in 1988. 


94. Such has been the course of events in Bombay. It is 
difficult to disentangle the adverse influence of these causes from 
" the effects of foreign competition. We do 
not doubt that the two combined have 
gravely handicapped the industry through- 
out India. The Wadia Woollen Mill reopened in 1925 as the 


Causes of the present 
situation, 
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Raymond Mill, financed by Messrs. E. D. Sassoon and Company. 
Neither the Raymond Mill nor the Indian Woollen Mill succeeded 
in showing a profit on a year’s working until 19384 when the Indian 
Woollen Mill for the first time showed a small profit following 
on the reconstruction of the capital of the Broacha Cotton Mills 
Company. It might be thought that the relief from the pressure 
of internal competition afforded by the closing down of a number 
of mills might have enabled the remainder to recover themselves. 
But the coming of the great depression in 1929 while it greatly 
curtailed the volume of imports during the next two or three years 
had an equally disastrous effect on the demand for Indian goods, 
and the fall in the purchasing power of the public is still in 
evidence. The Italians with their shoddy blankets and tweeds, 
and the Japanese with their cheap merino yarns and worsted piece- 
goods were more ready than others to place on the market some- 
thing within the reach of the poor man’s purse. The average 

rice per pound of an Italian rug in 1927-28 was about Re. 1-8: 
in 1934-35 it was about 13 annas. The average price of piecegoods 
of all classes (woollen and worsted) in 1927-28 was about Re. 1-12 
per yard. The price of Japanese piecegoods in 1933-34 averaged 
12 annas and in 1934-35 Re. 1-46. These two factors are largely 
responsible for the present ‘situation’ of the woollen industry in 
India. For a while France more, than, held her own with her 
cheaper worsted piecegoods and in 1982-33 reached her maximum 
figure, but subsequently her own exchange difficulties coupled with 
the increased duties of 1931 and 1934 put her out of the running. 


25. The woollen industry of Japan was later in development 
than some of the other industries in that country. For some years 
. before the depression of 1929 they had sent 

Competition from considerable quantities of piecegoods to 
Japan: India: but the trade was spasmodic, and we 
are informed that it differed-in, character from the present trade 
in that the imports were essentially of Japanese and not of Euro- 
pean type. It is reported that the use of woollen goods in Japan 
has been growing year by year, and that in the years 1930 and 
1931 there was a striking increase in the production for the home 
market, helped by a heavy import duty. Like most other Japanese 
industries the woollen industry is organized for the export trade, 
and though Japan continued to import woollen piecegoods of 
certain finer qualities on a considerable scale (notably from the 
United Kingdom) by the year 1982 its surplus production had to 
find an outlet. Whether by design or coincidence the depreciation 
of the Yen exchange enabled the industry to flood the Indian 
market with goods, much of them of a first class quality, at prices 
far below the current Indian market levels. We have no evidence 
that the prices have been generally lower than those of the Japanese 
domestic market. But in view of the immense variety of the 
production comparison is verv difficult and we have heen given a 
few specific instances in which the price of the finished article was 
no greater than the current price of the wool content. But Japan 
in 1992 had still the advantage of large quantities of wool pur- 
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chased before the Yen depreciated. She has lost this advantage of 
exchange in her purchases of raw material; and there is some ten- 
dency to-day for Japanese prices to rise. An advantage which 
Japan has over all other competitors is her capacity to produce 
articles comparable in quality of lighter weight, and it is this 
capacity which in hosiery at any rate has helped her to overcome 
the difficulty of a specific duty based on weight. 


26. The following Table illustrates the growth of the Japanese- 
Growth of Japanese trade, the figures being in round thou- 
trade. sands :— 


Taste VIII. 








— 1931-32. | 1932-33. | 1933-34. | 1934-36. 


SS -|— — |_—+________}-. 


Yarn and Knitting Wool. 





Total imports . A ‘ . Ibs. 1,307 1,908 1,696 3,496: 

~ Japanese imports is 7 + gin - 4 237 789 2,508. 
Piecegoods. 

Total imports. . 7 . yds. 5,516 13,947 11,536 13,736. 

Japanese imports . . . yy 121} 1,418 2,090 7,268. 
Shawls, 

Total imports. : ; . No. 164 338 332 416. 

Japanese imports . 7 Seer 2 58 106 246. 
Hosiery. 

Total imports . . 7 . Ibs. 157 266 281 409- 

Japanese importa. - ao WwW 150 | ~ 170 269. 





We have received many complaints about the Japanese methods 
of trading, a common complaint relating to the constant reduction 
of prices quoted for the same goods: and the virtual forcing of 
additional consignments on a dealer by the risk of letting a com- 
petitor obtain them at lower prices. This is one reason given for 
excessive stocks of Japanese goods. A feature of the Japanese 
competition to-day is the skill with which goods which have. 
obtained ‘a hold in the Indian market (whether of Indian or United: 
Kingdom or other make) are copied, and supplied at greatly 
reduced prices. We have reason to believe that Japanese goods. 
of this type are commonly sold by dealers as being Indian or 
British as the case may be. 


é 
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27. In the following Tables we show the recent course of the 
Italian trade in shoddy materials. It seems likely that to some 
Italian trade in OXtemt the increase in the year 1934-35 both 
shoddy material. of Japanese and Italian imports has been 
influenced by the expectation of enhanced 
duties following on the present enquiry, and that. the position -of 
the market to-day may be largely ‘‘ over bought ’’. It should be 
noted that from April 1934 when shoddy materials were exempted 
from the minimum specific duty on piecegoods, ‘ shoddy’ has 
been taken: from the customs classification of piecegoods and shown 
under ‘‘ other sorts ’’; and that from the same date mixtures have 
been classified separately from other piecegoods. This reclassifica- 
tion has deceived some superficial observers. There is no direct 
statistical evidence that the import of shoddy materials or of mix- 
tures has greatly increased. It is, however, generally believed by 
traders that there: has been some increase in the import of shoddy 
parlecne and this is supported on primd facie grounds, and by 
the increase of imports from Poland. 
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There is no indication here that Italy has been able to take 
advantage of the exclusion of shoddy from the specific duty to food 
‘the market with the shoddy goods. (Poland appears to be the 
only country that has attempted to do so.) 


28. We have drawn special attention to the competition of Italy 
and Japan because these are the two countries (except possibly 
Poland) from which the industry as a whole 
chiefly fears competition so long as the 
revenue duties remain at their present rates. 
The chaos of the world exchanges however has had such incal- 
ewlable effects on the competition from other countries that we 
think it would be unsafe to accept this view as conclusive. In 
‘Tables XII to XVII we give the course of imports in the various 
categories of the chief importing countries. 


Imports from various 
countries. 


TaBLe XUL.— Yarn. 


N.B,—Until 1929-30 woollen yarns and knitting wools were combined in the Custom 
Statistics. 


(1) Imports of Wool Yarn and Knitting Wool. 





comme - 1919-28, 1920-21, 1921-22. 1922-23. 1928-24. 














Lbs. Rs. | Lbs. Ra. Lbs. Rs. Lbs. Rs. Lhs. Bs. 
(thds.) | (lakhs) | (thds,) | (lakhs) | (thds.) | Jakhs) | (thds.) | (akhs) | (thds.) | (lakhs) 



































United Kingdom] 69-2 3-08 | 204-44 11-07 | 273-2 9°35 | 212-8 6-61 | 386-8 9-29 
‘Germany 2 ens Be 57-9 6-74 | 124-0 8-03 | 275-4 | 16381 ; 265-2 12-68 
France . 5 os as 58 +58 "e) “45 8-9 44 55 13 
China (exclu- a oe aa anh oe ee 
sive of Hong- 
kong and 
220). 
Japan =. 7 247 1:93 23°38 2-13 79 10 ha ct ae 
Other countries 4 -03 id 4:28 Fo: 26 32:7 147 36-4 1-26 
TOTAL 5 94-3 5-94 | 302-5 | 24-73 | 412-6 __toms | oe] sot] sons sezs] cane | ssz0| cave | aoss | oo] nas 529-8 | 25-13 | 608-9] 23-36 
— 1924-25. 1925-26. 1926-27, Sou i is Ot ieee Sh i | eee Ot ee 1928-29. 
Rs. 


nds.) (ait) (nas.) (atts) (thas) aks) (this) (lakhs) (tints) (iakhs) 
UnitediKingdom | 523-8 | 12-88 | 475-6 | 11-93 | 568-3 | 11-75 | 6785) 11-43 | 493-2 10-16 


‘Germany . | 3088 | 16-08} 402-3] 1922 | 307-0] 12-29 | 4194 | Js-ve| 415-6 16-96 
¥rance . .{ 302) dae] eo] 208] 775] P55] 1152] 202] 809 bio 
China (excln. | +7 06 { 2511 19% oh si - 05-2 3-89 
sive of Hong- 
kong and 
Macao). 4 : 
Japan. . % s 12 08 03 |. S°7 “06 - a 
Other countries | 15-5 56 | 626) 245} 85:5] 2571 8271 B81] 66-5 B11 











Toran  . | 882-9 | 30-84 11,0877 | 86-57 11,040-0 } 28-24 {1,220-2 | 83-06 [1,080-4 34-22 
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29. A study of these Tables reveals the following facts in regard 
to other countries :— 


That Poland began to compete powerfully in 1930-3] in the 
Indian import market for weaving yarn, chiefly at the expense 
Hunoehtaaoth Wake of the United Kingdom. ‘In 1933-34 her 
i * place was taken by Japan. In knitting wool 
Germany has been the chief supplier but has not recovered from 
the slump of 1929. Helped chietly by exchange, the United King- 
dom has made increasing progress since 1932, but not so great 
as Japan who now supplies 82 per cent. of the demand. 


While Italy has gone steadily forward except for the set-back 
in 1931-32 the United Kingdom has gone steadily back. Germany, 
who had been the next largest supplier, 


Op BES: again failed from 1929-30 onwards. 


In this section France has recently been the chief competitor 
in the Indian market, with Italy a powerful second, and 
Germany falling away. France, aided 
' by the regeneration of her industry after the 
war, and for a while by»a favourable exchange, by 1929 was 
providing the largest share of the imports. In spite of the adverse 
change in the exchange position she more than maintained her 
position until 1932 (perhaps helped in this by the loss of the 
European markets). Since then increasiny difficulties in exchange 
and heavier duties have hindered her trade, and in 1934-35 her 
trade in shawl cloth had practically disappeared. The figures of 
1984-85 show that in existing eireumstances she cannot compete 
against the United Kingdom and Japan. While the United King- 
dom had an average of 86 per cent. of the import market in the 
years following the war, by 1925-26 its share had fallen to 36 
per cent, (though its gross imports had not fallen) through the 
increase of trade with France, Italy and Germany. It seems clear 
that the higher level of prices of the United Kingdom is a serious 
handicap to them in world competition. In 1929 France topped 

the percentages with 31 per cent., United Kingdom having 29 per 
cent. From 1932 aided by the Ottawa Preference and by com- 
parative exchange facilities, the United Kingdom has begun a 
recovery in the volume of her trade, though ker percentage remains 
29, Japan having 52. ‘The average values are of interest in throw- 
ing some light on the nature of the imported piecegoods but in 
the absence of a distribution into woollens and worsteds it is not 
possible to draw any definite conclusions. The United Kingdom 
statistics show that not less than 66 per cent. of the imports from 
the United Kingdom are woollens: it seems probable that the 
larger share of Italian goods are also woollens, while the larger 
proportion of those from France are probably of the worsted class, 
as are almost all those from Japan. The average price of the 
French imports (which the figures of 1934-35 show are light fabrics) 
shows a remarkable fall between 1930 and 1932 in spite of the 


(3) Piecegoods. 
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appreciation of the sterling-rupee exchange, and seems to indicate 
a larger proportion of light weight imports, made in an attempt 
to meet the demand for cheapness. Since 1925-26 the average 
value of Italian imports has kept nearly constant at about Re. 11 
a yard: the French has fallen from Re. 1°7 to 10 annas a yard; 
while the United Kingdom which was Rs. 2°8 in 1925-26 was 
Re. 1-8 in 1983-34 and Rs. 2°2 in 1934-35. The average of Japanese 
prices was Re. -7 in 1933-34 and Re. 1 in 1934-35. 
‘* Other sorts ’’ for 1934-35 compared with the piecegoods figures 
for previous years show that Poland is 
(4) Other sorts. exporting more shoddy goods than ever 
before. 


The market for shawls has been very largely shared between 
Germany, Ltaly and the United Kingdom. By 1930 the United 
Kingdom had fallen out of the race. By 

ty Chawla. 1933-34 Germany only could compete with 
Japan whose merino shawls to-day have over 50 per cent. of the 
market. German imports are now very largely of an article 
embroidered with artificial silk. It should be noted that a very 
large proportion of the shawl trade, has been classed under ‘ Piece- 
goods ’, the shawl cloth being made tip into shawls in India. It 
is this trade (of crossbred wool) which was largely in the hands 
of France whose process of spinning enables her to use a single 
warp, not possible under the Indian system, and thus cheapen her 
product. Kxchange difficulties coupled with the specific duty of 
1934 have now nearly excluded her from this market. 


The United Kingdom had over 75 per cent. of the import 
market until the coming of Japan in 1932, though the volume of 
(@) Hosiery. her imports had greatly decreased owing 
partly to the progress of the Indian industry. 
It will be noted that while the average value of the United King- 
dom goods remains fairly constant at Rs. 4 a pound, the Japanese 
imports average Re. 1:3 in 1932-33 and Rs. 2'4 in 1933-34. To-day 
Japan sends 65 per cent. of the total imports, which have in- 
‘ereased in volume to the pre-depression figure. 


30. Apart from its raw wool and carpets, the exports of woollen 
goods from India have never been of importance. The Sea Customs 
Returns show that apart from a special 
export of piecegoods to the United States 
of America in 1932-33 the average for the last 9 years has not 
exceeded 10,000 yards. ‘‘ Other sorts’? have amounted to an 
average of 288,000 Ibs. These include blankets, namdahs and 
hosiery. The total exports of woollen goods of all kinds by land 
amounted in 1935-34 to 214,400 Ibs. The average for 8 years was 
127,000 Ibs. The exports of raw wool and carpets are given in the 
Tables below. Exports of carpets to the United Kingdom have 
increased since 1930-31 from 2,718,000 Ibs. te 6,709,000 Ibs. and 
reflect the benefit to this industry of the preference given by the 
Ottawa Agreement. 


Exports. 


CHAPTER III. 


80 





09-181 B-G20'PS BF-B6T ogened £6-60T. B-8FS'SES EB-LLG B-C9S TF ¥F- 196 F-B8P Os . TVLOL, 




















98-7 i 2-698 T 00-4 OFF 0s ¥-OF 6a G-6P ¥L- S96 . * a e = sortanos 4G 
TL-¥6 TORGG 61-28 T-60v'L 70-6 2067S 08-83 $-998'F 94-8E L-983'S mes " *  BOLOTITY Fo saqzeyg PayUA 
a “ ge. 6-98E 90° 281. 60- 6-4 6 ZT6 . no one” pos xr * 8 Ayeyy 
= se 99-8 6-L76 06-T LOPE 6a O-GFS ZOE LPI yy er re : eis *  vomeay 
LG £OFe'T O9-ET OBL OLF P-060'E BES 8-00P 83-9 8-16 i * ; 2 . *  CUESAagr 
ue oF 92-3 L789 FST 0-918 BET S83 OF-3 — Sars 3 on : swe) 
OE-B6 Leso'es B8-GFT €-TEP GF 08-36 L-TES'L3 POORS F.0PS "SS CS-L8B £-699'N2 : a a TOpPSUryy poz 
{syyeq) {spuvsnoyy) | (Syyer) | (spaesnoq}) | {suxzey) (spuvsnogg) | (sqrey} (spuesnoyy) | (suates) {spavsnoyy) 
‘ey “aqT, “ee “eT, ‘ey 34 "sy “BOT 8a "BUI 
“S8-PEGT “PS-B86T ' "88-S86T I "SE" TEGT ‘F2-086T. — 


SSS SSS, Sa anGnSPPSSSRNSSN ASSP 4 SET mn TH ee | SRT STL Supt PSS A CAC EE 























ZEChF 2-998'0S FU-88P T-Par og 20-98F 6-GOL'OS FTE6E L16L bP RBHLE 8-60F EF + TFLOD 

6: 9-96 ST: Lbs £0- 6-900 Pe eae TPs OGL €-T8L - : 7 + SoJTJENOI IIo 
BLLL PEEL'S BLBL OFIL'S POOF SLC NGS 8925'S 3-986'F ‘ "5 + parauy Jo saqRqg perag, 
GF 8-09 oe SE 09 T29 #0: ub 8 mo, ot Kee * D Seay 
98-T 9-898 08-8 SST BEE LOFT. LET * 6-208 82g Fe goer ae 
LBL 9-962 99-95 0-606'T 029 8-992 12-3 8-883 e-og sf ata sByagr 
20 BO9T BET 8-698 02> 1-96 06 G16 L3F : pi ere, oP Atreuna9 
82-698 BF60UF 90-568 0-99¢'a 8G-T8S 0-259"8r 29-688 6-299 OF POOLE ea a ar <8 wopsuyy paymg 
(suey) | (apaesneyy) | (seprel) | (spavsnoyy) |} (eyyey) | (spuesnoy3)| (ayer) | (spaesnoy) {spuvenoyy) , 

“ou “sqT “sy “eq ‘ae “SqT SUL “8a'T "SQ'E 

















“O8-626T “6G-Sa6T “BE*AG6T “EE-QG6T "G2-GE6T === 








‘oo mmy fo spodey—TTIAX savy, 


31 


RECENT HISTORY OF THE MILL INDUSTRY, 


























#86001 L961 £696 °C 6£-99 8-001 F FO-L9 e185 t : TVLOS, 
80-1 G-OF 96° 2st OGG 5 * =e : SUNYUNOD TOYO: 
TO- ie ce 9-81 . * : * *  oyjqnday onpwesy 
6F-B 6-186 L3-0F L898 S-OF8 . . . "ROMY JO sazR]g POHTD 
80- LP 10- ' Bt ‘ : u . 7 : : qdang 
98: 8-08 OL: PEL T-66T 7 * ‘ i 7 " vAEP 
£0- $6 60° BL 0-61 . . = ‘ ° ‘ PUULBIZ ALINE 
so £09 06: LLY fOr n et : YAPROMUOMUOY WeTpeaysy 
BBS Sy AUT OFF C66 i. « . ; y m ‘ VpuUT, 
an oP 6r- L6E Sor | ‘ x . . 2 . TREN, 
9&- T-6T FT: 08 6-8 : (enqey SarpnpUl} syWwoULayyzaq SIV} S 
L-1TG O6-T 8-L0F 24-1 EStE G-G6EE 7 7 A i 7 : wop Aa’) 
L-F83°S GF? ¥-88S'F 6S OF GLEo'R 8814S F . 4 7 ’ wopHUsy paz y) 
(spuvsnoy3) | (suze) | (spuesnoyy) Gspuvenoyy) | (supyey) | (spuvsnoyy) | (syxe_) | (spuesnoy3) 
“3q't ‘8U. *8q'T “8q'T, SI ‘3q'T aU “ST 
“GE-PEGL “FS-8S61 “SE-G86L “GS-LS6L "TS-O86T —s 


Se oe reenter 























—————————— 
- TYLOY, 








Z0-48 2-980°F BS-46 SPOTS FOG BOBEE STL SOPSS L625 9-0L8"¢ 
SES L¥6 S81 T-02 BHT 6-Gs tar 0-19 OI-¢ TRUE * . , i : solqanod JayIO 
Te OES $-E8 Te GL er B08 eb SIt * ‘ , * *  atynuday sumguasry 
20-96 S-2e'T 2-005 FOE SOUT G10 1-698 FRET L206 , . : *  wopOULY Jo sayryg paqias, 
Oe BIS 22S oe #98 8G 9G 10+ & * : : : f 7 qd hie 
WT LSE 226 AV-1 T-FOE icp 2.06 #6 2:60T : : i s 2 ; : wae 
6I- 6-21 8-81 aT Ot aI: BL 41 OSL i " : . = * — puvjway nox 
SOT 6-FOT. BLG 949-T 268 TET 8-69 gs: eggs i. . * WAARaMMOUIIO URES 
Ba-% 1-09 219 O¢T SBF Lb 2:93 6L- 6-08 : , : : : $ epeiTep 
08: 0-6T T-Z8 BS B48 g9- 6-38 #0 8-93 ¢ 7 Tecate : : 7 eye 
Sa 0-93 8-23 83: #61 ee: 6-08 Te $63 : (amaqe'T SUIpNpUE) spUSTIANS syerys 
00-3 S61 0-298 00-3 1-488 IL% BL07 96-7 TTRP : : : ; ‘ : toyday 
GS-88 $-809°% #988'S OO-LF OS'S OLE 6-883 646 O-8TLS ; : : TWHOPBULE poy) 
(eqqe) | (spuvsnoyy){ (syae) | (spuesnowy)|/ (sue) | (spuesnoyy)| yxeT) | (spuesnoy) | (soxeD (spaesnoty) 
ct ¢ “8a, 8H ‘sQT “SUL "9Q'T ‘SH "sq ‘S “sq T 
“OE-626T "6S-836T *SB-LZ6T "LB-9S6T “Q3-S261 caaard 
a ee 
‘sing pup syadsny fo spodaegy— XTX TTA, 


32 CHAVTER III. 


31. It is not easy to extricate the effect ot the bewildering 
fluctuations in international exchanges since the war. Different 
countries have recovered from the effects of 
the war at different paces, and have over- 
: come exchange difficulties at various times 
with varying success. The following is a broad summary of the 
sequence of events. In 1920-21 the value of the rupee rose to an 
unprecedented height: and the imports from all the competing 
countries rose correspondingly. Its fall in the following year had 
the opposite effect on all countries except Germany. In this year 
the general rates of Customs duty was raised from 7} to 11 per 
cent, and in 1922-23 was increased to 15 per cent. The recovery 
of the rupee in the next two years, coupled with a continued 
depreciation in most Continental countries again assisted imports 
from all countries but Belgium. In 1925 Sterling was again 
linked to gold, and in 1926 the rupee exchange was fixed at eighteen 
‘pence. The franc in terms of the Sterling-rupee exchange depre- 
ciated. Imports from the United Kingdom, Germany and the 
Netherlands fell: other countries made progress. In 1926 and 
1927. the france appreciated and then remained steady, the liva 
depreciated and was stabilized, and Japan fixed the Yen to gold. 
In these and the following years Japanese imports fell, and Belgian 
also; other countries made some progress particularly France and 
the United Kingdom. 


Fluctuations in inter- 
national exchanges. 


82. In 1929-30 the first year of the depression only Italy aud 
Japan increased their imports, but in the tollowing two years the 
rau ae Soe CoP eee Be a ee In ie 
ae ss e general rate of Customs duty was raised. 
a pea oe from 15 to°20 per cent., and in 1931-32 the 

duties were again raised by a 25 per cent. 
surcharge. 1932-33 was the year of the Ottawa Agreement and 
duties were again raised against Continental imports. The United 
Kingdom and Japan were off the gold standard; and the currency 
of the gold standard countries thereby comparatively appreciated. 
In spite of this the French and Italian imports rose more highly 
than those of any other country. In 1933-34 the United States of 
America went off the gold standard. While the United Kingdom 
and Japan, both assisted by the depreciation of their exchanges, 
continued to progress, French imports fell off. Ttaly was down in 
piecegoods but heavily up in rugs. In 1934-39 the specific duty 
was imposed. Countries on the gold standard have found it in- 
creasingly difficult to compete against the handicap of their ex- 
change but Italy has successfully maintained her piecegoods trade, 
and greatly increased her importation of 1ugs’ by the extended 
use of shoddy material. We have thought it advisable to give this 
somewhat lengthy summary because it shows conclusively how 
impossible it is to forecast the course. of international trade in 
view of the great influence of the uncertain. factor oi currency 
exchanges, 
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83. There is a curious lack of unanimity among the parties 
interested (perhaps due to their ignoring the effect of the exchanges) 
ruck: 6e ameaanea BS the effect of the increases in the revenue 
yer ihe “$ho) iefisce o, duties in protecting the Indian industry. 
Indian industry of in-- The joint representation admitted ‘‘ some 
erties in revenue slight relief ’’ in regard to hosiery and pure 
‘duties, ze . 
woollen piccegoods: other mills and most of 
the hosiery manufacturers themselves claim that they have been 
unaffected in any way; and some of the handloom weavers regard 
the specific duty as having been their salvation. We think the 
truth will be found somewhere within these extremes. The ‘ ab- 
solutely no effect ’’? school are thinking solely of the Italian and 
Japanese competition. It is a fact that the imports from these 
countries have continued to come in increasing quantities in spite 
of the barriers. In both countries there seems reason to helieve 
that exports receive special encouragement from the State. In 
other instances it is not possible to disentangle the effect of exchange 
difficulties, high duties and Japanese competition. Certainly 
French imports of piecegoods fell from over 4 million yards in 
1932-33 to 662 thousand yards in) 1934-35. We point out else- 
where that the Indian mills have now little competition in the 
medium quality (crossbred) of shawls and shawl cloth.* At the 
same time the finer handloom products of Upper India, particularly 
shawls and saris, made chiefly of imported merino yarns received 
very direct encouragement. These goods have now a good sale 
throughout the chief markets of India. 


34. We do not know the reasons which prompted the fixing 
of the specific duty at Re. 1-2 a pound. The effect on piecegoods, 
; : it may be noted, is to fix the point of 
Pe Sot duty balance at which the specific duty and the 
eee ad valorem duty are equal at about Rs. 3-3-6 
per yard of 16 ozs. (or Re. 1-10 per yard of 8 ozs.). Cloth weighing 
less than this at the same comparative price per yard will escape 
the specific duty. We have no statistics of the weight of piece- 
goods from the different countries (excepting the United Kingdom) 
until the year 1934-35 [see Table XIV (2)]. It would appear 
from the average prices recorded in this Table that the specific 
‘duty has been effective against some of the imports from France, 
Tialy and Japan. We know that the duty on a length of French 
shawl cloth, 21 yards weighing 12 ozs. and priced (c.i.f.) at Re. 1-6 
amounted to 61 per cent. The fall in the average weight of Prench 
piecegoods in this year to 4 ozs. is remarkable, and seems to show 
that French imports still consist chiefly vf shaw] cloth and similar 
very light fabrics. 





*Since this was written Japanese competition has started in these 
qualities. ' 
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The average weight and the average price of the piecegoods of 
the important countries are as follows :— 


TanLte XX. 


Weight. Value Value 
(0z.) per yard. per lb. 
Rs. Rs. 
Germany ys ‘ : 7-81 177 3:62 
France : . : : 418 “64 2°44 
Htaly . : ‘ ‘ F 10°55 1°83 2°77 
Japan . : : é é 6-23 1°06 » 273 


The figures would indicate that though much of the light 
superior goods may escape the specific duty, on much of the 
cheaper varieties the incidence of the specific duty cannot be less 
than Germany 31 per cent., France 50 per cent., Italy 40 per 
cent, and Japan 40 per cent. 

The statistics of weight-per yard-take no account of varying 
widths of material: and,tlis is one réason for the apparent exces- 
sive lightness of the goods of these countries from which comes a 
large proportion of shirtings and similar narrow materials. 


CHAPTER IV. 


The: problem before the industry. 


35. We have dealt thus far chiefly with what we may call the 
quantitative aspects of the problem. We have seen that since the 
Some further ex. War the market demand for imported | 
planation required of Wwoollens has expanded enormously though it 
the Industry’s present ihas never reached the figures of the three 
Poncistons years previous to the war, when the average 
imports of piecegoods alone amounted to 23 million pounds. Im- 
ports of piecegoods have risen from an average of about 5} million 
(in the early years after the war) to 11-6 million yards; blankets 
and rugs from an average of about 600,000 Ibs. to some 6 million 
pounds; the demand for shawls and hosiery goods has trebled. But 
it is also to be noted that the total consumption of foreign goods 
to-day is still less than it was in the years 1927-28 and 1928-29 
when piecegoods reached the total of 18,776,000 Ibs. Up to that 
period the Mill industry claims that it was in a ‘‘ fairly satis- 
factory ’’ condition. We have some reason for doubting this 
assertion in view of the history of the Bombay mills round about 
the period 1923—27, and the great and constant increase in the 
volume of imports, but we mayotake the assertion to mean that 
about the year 1928 the industry had reason to suppose that it 
could hold its own. This being so, we must look for some further 
explanation of the condition’ of the Indian industry to-day. 


36. The result of the conditions we have sketched in Chapter 
{IJ was that by 1927 foreign goods were reaching the furthest. 
Indian markets. By 1927-28 the blanket 
Pe eek ee a weavers of the mufassil were again begin- 
ies, ning to complain of Italian competition, but 
shortly afterwards came the disastrous fall in 
agricultural prices. In the next three years imports (except of 
yarns) fell in volume to about one-third of their maximum figure, 
and Indian production, so far! as we have evidence to guide us, 
fell in similar proportion. What was it that so quickly resuscitated 
a moribund demand for foreign goods in spite of reduced purchas- 
ing power? It was essentially the cheapness and attractiveness 
of the Italian rug and the wide range of Japanese fabrics of fine 
merino quality, often copies of Indian, British and Continental 
models, put on the market at prices much below those of other 
foreign goods and the cost of production of the Indian mills of 
articles approximately similar. 


37. We use the term ‘‘ approximately similar ” advisedly, for 
we are satisfied that the Indian mill (with the possible exception 
id Ps in some instances of the Cawnpore and 
aaenle Us tone ate with Dhariwal Mills who have withheld their 
foreign worsted articles. Confidence from us) are at present unable 
generally to produce worsted fabrics equal 
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in quality to the best of those of Japan, of the Continent and 
ihe Onited Kingdom. We see, uo reason why ‘with continued . 
experience they should not do so, and already we have seen samples 
which approach the best in quality. At present it remains gener- 
ally a fact that the Indian manufacturer cannot ordinarily produce 
articles equal in structure and finish to the best foreign article 
of pure worsted. On the woollen side more general progress has 
been made. With the question of mixtures we shall have to 


deal presently. 


38. The mention of Italian rugs and melton cloth (both of 
which are almost invariably made of shoddy material, generally 
Ar anureseure with a proportion of virgin wool and some- 
woollen articles from times mixed with cotton) brings us to the 
shoddy—a branch of wexed question whether articles intended for 
woollen industry, the same purpose but made of different 
material can really compete with one another. We may say at 
cence that we do not accept the contention which induced the Govern- 
ment of India in 1930 to refuse the application of the industry 
for protection, namely that the protective duty would be imposed 
upon an article different in kind from and essentially inferior to 
that sought to be protected. We see no justification for the narrow 
definition of the woollen industry which this contention involves. 
The manufacture of mixtures of wool with cotton and other fibres 
is so far as we know a part of the woollen industry of most 
countries of the world; and is a response to a very definite public 
demand. That hitherto the Industry has not (for whatever reasot) 
taken to the manufacture of mixtures does not, we think, alter this 
essential fact. In the same way we consider that the manufacture 
of ‘woollen’ articles from shoddy is equally a branch of the 
woollen industry. ‘ Shoddy”’ may be and generally is entirely 
wool, and though the re-spinning of wool recovered irom rags is a 
specialised branch of manufacture it can only be carried out on 
machinery intended for the manufacture of wool. It is moreover 
impossible to estimate with exactness the proportion of shoddy in a 
blend of virgin wool and recovered wool. This being so, we do 
not consider that the manufacture of shoddy articles can be treated 


as a distinct industry. 


39. We regard it as extravagant to hold, as many of the op- 


ponents of protection do, that there is no competition between 
‘ aie Fe articles of virgin wool and articles of shoddy. 
Aa aber om The chief protagonists of this argument— 

articles of shoddy. : : 8 

ertacles: SE SHOney the Marwari Chamber of Commerce, Cal- 


cutta—go so far as to say that “it can -be asserted without fear 
of contradiction that Indian blankets are wholly immune from com- 
petition; it is simply ridiculous to suggest that articles of shoddy 
or of mixed materials are competing with pure Indian articles. The 
intrinsic differences.............. are as poles asunder’’, We feel 
ourselves under the necessity of saying, without in any way pre- 
judging at this stage the question of protection, that to argue 
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thus is to shut one’s eyes to facts. In a sense if the public or a 
section of it prefers to wear cotton rather than wool, when. wool 
would be a suitable garb, cotton competes with wool. We do not 
suggest that wool should therefore be protected from cotton. But 
shoddy looks like other wool and generally consists only of wool, 
and because it is still wool of a superior kind manufacturers are 
able to make it up into a soit and attractively finished article which 
is preferred by the possibly ignorant buyer to an article made of an 
inferior virgin wool which cannot be made to look so attractive. 
Surely it cannot be said that the shoddy article does not ‘ compete ” 
with the other. In many instances the purchaser prefers the 
superficial qualities to warmth and durability: but often even the 
dealer is unable to detect the shoddiness until experience discloses- 
it, Mixtures are not quite analogous; but with mixtures also we 
hold that where mixtures can be substituted for an article of pure 
wool, as they are at what we might call the margin of demand 
(where price is the prevailing factor) there is direct competition. 
When price is not the main consideration it may be held that the 
competition 1s not direct, for choice based on other considerations. 
enters into the question. It may become of importance therefore 
to define a woollen mixture as something which can pass as a. 
woollen fabric, and can serve the same purpose. 


40. That is theory. The facts, as they have been given to us- 
by evidence from most parts of India, are that the shoddy rug is. 
ousting the Indian made blanket and rug 
from the market; and that shoddy cloth is 
being substituted for handmade tweeds, and 
from its cheapness and superior finish preventing the sale of Indian 
mill made cloths of the same type made from virgin wool. This. 
is what we understand by competition. 


Their cheapness and 
. finish preferred. 


Underlying the argument which we have attempted to refute is. 
the idea that the Indian article being made of virgin wool and 
therefore warmer, stronger and more lasting than the shoddy 
article, is ‘intrinsically’ superior, and should therefore have 
no difficulty in holding its own in its own market. The answer 
to this is that there are other ‘ intrinsic’ qualities than strength 
and durability and warmth. It is a fact which we cannot deny 
that in the lower grades of the market the buyer prefers the foreign 
article. _The reasons for this appear to be firstly that it is cheap,. 
secondly that it is soft and pleasing both to the eye and the touch 
and thirdly that in some parts of India warmth is not a prime: 
consideration. The poorest buyer will prefer something which 
involves the lowest immediate outlay, even if he knows (which is. 
not usually the fact) that the article is less durable; and even when: 
this consideration is absent many buyers obviously prefers the soft 
and comfortable finish and the pleasant appearance of the foreign 
rug to the harsh and often less attractive article which is generally 
offered in competition. : 
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41. There is another side to the problem. We have given some 
figures of the extent and importance of the handloom industry 
_ and shall deal in greater detail with this in 
: Handloom Kamblis 4 later Chapter. At the present stage of our 
acing creasing corm- : . 
petition both from @tional development the cottage industry 
cheapest local mill is no whit less important than the Mill 
ae and from industry. The handloom industry is 
oreign rugs. : . ; 
undoubtedly feeling the effect of competi- 
tion from foreign woollens. This is partly direct and 
partly indirect. Throughout the whole of India local weavers 
produce a kambli made from local wools, The peasant cultivator 
wants something to keep out the rain. The kambli with its 
unscoured wool generally sized with tamarind paste admirably 
performs this duty. There will be a local market for it, though 
a restricted one, for as long as we can foresee. Even the price 
of the kambli has been affected by the general level of prices of 
foreign rugs. But where waterproofing is not a chief considera- 
tion, in urban areas and in drier tracts, the local product is meeting 
with increasing competition both from Indian mills and from the 
foreign rug; from the mills because as they are driven from the 
better market they have been turning more and more to the produc- 
tion of the cheapest blankets made fromthe cheapest Indian wools, 
and from the foreign rug because it has become increasingly more 
popular than the better products of the handloom in urban areas. 
A sample census taken in two towns of Mysore gave the following 


very interesting results : — 


Taste XXI. 
a i a a a lili ee 
_ ee aeae. Popula-} 40, rablis, Mill made; Foreign Total 





tion. rugs. rugs, rugs. 
Bangalore é 35 218 100 134 28 262 
Chik Magalur . 112 680 148 264 211 622 


42. Apart from blankets North India produces on its handlooms 
two types of fabrics, tweeds and coatings made from handspun 
Cheep. woited: yarn FOTN: and shawls, saris and similar goods 
necessary for some Made partly from handspun yarn, but more 
types of cottage indus- often to-day from mill spun yarn, almost 
try products. invariably foreign. The former type meets, 
with competition both from the Indian mills and from the 
‘shoddy ’ goods to. which we have already referred. The latter 
type is to-day dependent (except in Kashmir) on the import of a 
cheap worsted yarn and it would appear that it has like the 
hosiery industry no hope of salvation but in the preservation of 
this supply.. With this supply and the reduction of Continental 
competition from various causes, it has recently made headway. 
So far as the handloom industry continues to provide a purely 
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handspun and handwoven indigenous article there will always be a 
certain sentimental demand for it. This can be regarded as a 
luxury trade, and the demand cannot touch the bulk of the cottage 
industry. That part of it which uses handspun yarn is dependent 
for its very existence on improving its quality. 

43. The provincial Governments believe that protection only can 
preserve the handloom industry. But what we have said about 
the Mill industry must apply mutatis 
mutandis to the handloom products; that 
protection alone cannot preserve a market 
when that market is demanding a better class of goods. It will be 
necessary to consider what can be done to enable the cottage weavers 
to obtain a better finish. Any improvement in the quality of 
Indian wools will also be a step in this direction but this must 
necessarily be a slow and lengthy process. And the problem still 
remains of the supply of worsted varn. Will the Mills be in a 
position to replace the cheap foreign supplies of yarn, or to compete 
with one another under reasonable protection so that the level 
of prices may not be substantially raised? Under present condi- 
tions they have been unable to supply more than a small fraction 
of the demand and the proportion.to the Japanese volume of 
imports is getting smaller, 


Preservation of the 
handloom industry. 


CHAPTER V. 


The claim for protection examined. 


44. Refore we pass on to the claim of the Industry to protection 

it is incumbent on us to examine the effect upon this claim of the 
: abstention from the enquiry of the firm that 
Attitude of the controls the two largest woollen mills in 
gunsh India Corpora- Thdia, the Cawnpore Woollen Mills and the 
New Egerton Woollen Mills at Dhariwal. 

The British India Corporation did not reply to the communiqué 
issued by the Tariff Board calling upon all firms and persons 
interested to state their case to the Board. The Mill questionnaire 
was sent to them as to other mills and in answer to it the document 
(included among the Evidence) was handed in, with a covering 
letter regretting that the Corporation found it necessary in the 
interests of their shareholders to refuse to divulge any statistics 
‘of costs or output. The documents in question express sympathy 
with the application of other mills for protection, but assert that 
they themselves do not require additional protection except against 
‘Ttaly and Japan. This attitude was confirmed by the oral evid- 
ence of the representative who was permitted to give evidence 
before us. It will be clear.to every-one that the bare assertion 
of an industry cannot be accepted as evidence of the need of 
protection. Otherwise the work of the Tariff Board would be a 
sinecure. The Corporation must therefore know perfectly well that 
their refusal to divulge the statistics which are necessary for the 
examination by the Tarifi Board of the claim of the rest of the 
Industry to protection, can only be interpreted in one way, viz., 
that they themselves do not require protection. The bare asser- 
tion that they cannot compete against Italy and Japan in certain 
‘classes of goods would, if they were the only people affected, be 
ignored. If the interests of the shareholders require the suppres- 
‘sion of information which the Tariff Board has always regarded as 
essential for the determination of a claim to protection, then the 
interests of the shareholders obviously do not require protection. 


45. It has been necessary to estimate their relative importance 
in the total production of the Industry from the number of spindles 
and looms which they have supplied to us. 
The estimates reveal that between them the 
capacity of the two mills on the woollen side 
compared with the rest of the mills is in the proportion of about 
20 to 21 and we believe that this approximately represents the pro- 
portion of actual output. On the worsted side the ratio of spindle 
capacity is as 4 to 11, and accepting their statement that they are 
working to about 50 per cent. of capacity, the current output must 
‘be at least equal to that of the other working mills. 


( 40 ) 


Their capacity for 
production. 
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46. In these circumstances, viz., that the output of the mills 
abstaining from the application for protection is not less than that 
: eae on of the whole of the rest of the Mill Industry, 
aptitude might justify we realize that there would be some justifica- 
for Srotection. , tion for rejecting the application forthwith. 
We were, however, so impressed with the 

rapid inroads which are being made by Japan into the Indian 
markets that we thought it necessary to complete our examination 
-of the case so far as we were able in the absence of complete statis- 
tics, and we arrive at certain conclusions which we shall proceed 
to set out in detail, which lead us to recommend the imposition of a 


form of protection in spite of the disabilities under which we have 
acted. 


47. We propose for the purpose of the discussion in this Chapter 
to treat the woollen and worsted sides of the industry as if they 
Woollen and worsteq Wete Sepatate industries. There are, we 
sides separately treated, believe, sufficient indications in what we 

have already written of the reasons for this 
procedure. Briefly they are these. The original indigenous indus- 
try was woollen. The raw material available in the country is 
‘suitable for woollens only: The whole of the cottage industry 
with the exception of that part of it in the Punjab and the United 
Provinces which uses mill-spun worsted yarn (and with the possible 
exception also of the finer products of Kashmir which though hand- 
spun may be said to be of worsted type) is devoted to woollens. 
And the products of the two branches of the industry are suffi- 
‘ciently distinguishable to give rise to no difficulty in regard to 
discrimination by the Customs Department. 


Tue Wooten Brancn. 


48. We shall deal with the woollen industry first. ‘We believe 
that the evidence we have received from all parts of the country 
Watee encase of the effect of the competition from Italy 
from Italy. compemme (and to a less extent from Poland) is suffi- 
cient to justify us in holding the case to be 

‘proved and in accepting as corroboratory the statement of the 
‘Cawnpore Mills that it is against this competition only that they 
‘cannot hold their own. We consider that it would be unfair to the 
rest of the mills, and to the wide-spread and important cottage 


industry, to allow the action of the Cawnpore Mills to influence our 
recommendations. 


49. The instructions of Government under which our enquiry 

is being conducted ree ae to consider whether the conditions 
. he aid down in paragraph 97 of the report of 
Te, he the. Miscal Commision “are aidicl Ke 
first condition requires that the industry 

should possess sufficient natural advantages in respect of materials, 
labour, power and the existence of a home market. The object of 
this condition is to ensure as far as possible that no industry is 
_ protected which will become a permanent burden on the community. 
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50. We ueed have no difficulty in holding that the woollea 
section of the industry has natural advantages in respect of raw 
material, It is true, as the opponents of 
the application point out, that Indian wool. 
is of inferior quality and that it must if the industry is to compete 
in the better qualities of fabric either be improved or supple- 
mented by better qualities. But it is also true that out of approxi- 
mately 37 million pounds of wool estimated to be consumed by this. 
side of the industry at least 30 millions are Indian wool and almost 
all the balance is East Indian wool of better quality most of which 
finds its natural outlet in India. There is abundant material of 
the same quality at present exported and available for expansion.. 
We think, therefore, that on the woollen side this part of the 
condition is satisfied, In respect of other materials required for 
manufacture the industry is in exactly the same position as the 
cotton textile industry. And the same remark applies to the supply 
of power, The mill industry is under no disability in regard to- 
power. 


- Raw material. 


51. We have no reason to suppose that the Mill industry in 
general is out of date in its typeof machinery. We have been 
informed that-no major changes have been: 
wade in wool manufacturing machinery since 
1920 though there have been minor improve- 
ments leading to somewhat greater output and efficiency.. We can 
take this to mean that no changes have taken place which would 
render any considerable part of the Mills’ equipment ohsolete. Cer- 
tain mills have kept themselves well up to date by the purchase of 
new machinery; in others a great deal 1s undoubtedly old and ready: 
for replacement as soon as conditions permit. But with some excep-- 
tions what we have seen lias been kept in a condition of efficiency.. 


Machinery and tech- 
nical equipment. 


- 62. In respect of labour there is undoubtedly a supply of un-. 
skilled and also of the semi-skilled accustemed to some form of: 
hand spinning and weaving. But the fact: 
that the units of the Industry are far 
scattered makes it difficult to get back trained labour, when once: 
it is parted with. This is a difficulty that can only be overcome 
by increasing output. We have received no reliable evidence- 
directly bearing on the relative efficiency of labour in India and’ 
in the competing countries in respect of the woollen industry in: 
particular. The question was examined at some length in the- 
report on the Cotton Textile Industry and we think the conclusions: 
there arrived at apply equally to this industry. The relative ineffi- 
ciency of the Indian workmen in finer work is undoubtedly due- 
chiefly to the lack of experience, and this follows from the fact. that 
there is not enough work for the mills to keep their workmen fully 
employed throughout the year. The Indian demand is seasonal’ 
and at present few mills are able so to arrange their output as to: 
spread it over the year and keep their people continually employed. 
This is one cause of the intense competition for Government: 
contracts, yt 


Labour, 
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53. Conditions of labour call for little comment. Welfare 
‘departments exist in all the larger mills, and where the situation 
requires it adequate housing accommodation 
has been provided. Wages are highest in 
Bombay where a weaver can earn as much as Rs. 2 a day, and a 
Spinner Re. 1-6; and lowest in Bangalore where the corresponding 
‘wages are from Re. 1 to Re. 1-4 and from 10 to 11 annas, respec- 
tively. We have no information about the Lalimli Mills where 
piecework wages are general. 

o4. It is represented that a larger share of the market will 
-directly result in increased experience and elliciency. Apart from 
this relative inefficiency Indian labour 
charges represented as a percentage of the 
‘manufacturing costs, are definitely lower than in England being 
:about 88 per cent. of the total manufacturing costs, Of else- 
where we are unable to speak with authority. So far as the level 
of wages goes, we know that in Japan, where the labour in textile 
mills is chiefly female, a cotton weaver’s average wage is about 
‘8 annas a day, and that of a spinner nearly 9 annas a day. These 
are a good deal less than the wages paid in India for similar work. 
We are informed by those mill managers who have given evidence 
that a high proportion of the labour reaches the efficiency standards 
fixed by them for weaving, but the standard itself is a good deal 
lower than that of the United Kingdom and Continental countries. 
In estimating the economies which should be possible during a 
period of protection we have counted on a definite rise in efficiency 
‘which will result in increased yields of yarn from wool and 
increased output per loom and spindle in a unit of time. We do 
not therefore regard the existing disability as one which should 
debar the Indian industry from claiming protection, 

55. The extent of the market in India for woollen goods avail- 
able for the expansion of the indigenous indusiry can only be 

. auged by the volume of imports. The 
Hate demand for woollens in India Pa strictly 
‘seasonal, owing to climatic reasons. Sales do not ordinarily take 
place except during the 3 or 4 months at the beginning of the cold 
weather. As we have pointed out, since the Indian Mills have no 
export trade, their production for the open market is reduced to 
‘the period necessary to fulfil these seasonal orders, and in present 
‘circumstances there is risk in making to stock. It has therefore 
been of the utmost importance to secure Government contracts 
‘which may enable them to keep their works open and some at any 
vate of their employees occupied. The result has been undoubtedly 
‘in some cases that Government has obtained its supplies below the 
‘cost of production. The representation that has been received 
through the Millowners’ Association claims that against their esti- 
‘mated production to-day of 5 million pounds of blankets and rugs, 
‘the Indian mill looms are capable of a production of 15 million 
pounds. Since the average imports of blankets and rugs may be 
‘estimated at some 6 million pounds, it might appear that even 
under prohibitive tariffs there would be grave over-production. 


Conditions of labour. 


, Efficiency of labour. 
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But the case is overstated, for it assumes that all the looms would 
be engaged in the production of the lowest class of rugs. We can 
reduce the average output on this account alone to, say, 10 or 11 
millions of pounds, and part of the output also will be tweeds 
and other woollen fabrics. In the absence of trade statistics of the 
import of woollen as distinct from worsted piecegoods, we can only, 
guess the volume of imports, The woollen imports from the United. 
Kingdom as compared with worsted are in the proportion of 2 to 1. 
Taking the general proportion at 50 per cent. of the total (which 
is probably a fair estimate) the average imports of woollen piece- 
goods including mixtures (for the last three years) may be put at. 
65 million yards which is possibly the equivalent of 5 million 
pounds. Against the total average imports, then, of some 11 
million pounds of woollen fabrics (including rugs), the at present 
Lert pee capacity of the Indian mills may amount to some 6. 
millions. 


56. This computation does not reveal a very extensive market 
at present prices, and it takes no account of the reduced produc- 
tion of the cottage industry, and of the 
reduced demand for woollen goods which: 
must probably follow the substitution of a more durable article for- 
the shoddy imports, higher prices and the competition of hosiery. 
The market for woollen goods is, we think, limited, but there are- 
signs that it is capable of expansion. Ji will be seen that there 
exists a considerable home market, and a larger share of this will,. 
we think, enable the industry to prosper. But so long as the: 
present organization of the industry exists there remains the 
possibility of an internal competition between the Mills themselves- 
and the Cottage industry which reasonable protection cannot pre- 
vent. We shall consider later in the report the effect of this on the 
Cottage industry. This factor should at any rate serve to ensure 
a level of prices which should prevent the industry becoming a 
burden on the community. 


57. It must also be remembered that purchases on behalf of 
the Government of India and local Governments and Railways are 
of great importance, and form a market in 
which there is no competition from abroad 
except to a diminishing extent from the United Kingdom. But it 
cannot be pretended that this market is large enough to support 
more than a (small) proportion of the industry. We give in a 
statement* an approximate estimate of the purchases of Govern~- 
ment and Railways in India, so far as we have been able to reduce 
the information supplied to a common denominator. The existence 
of a Stores Purchasing Department of the Government of India 
has undoubtedly been of much help during recent troublous years.. 
The specifications required for certain Government stores (parti-- 
cularly of the Army Department) have sometimes been such that 
they could only be fulfilled by the old established specialised 
firms of the United Kingdom. But the difficulty is gradually 


* Appendix VI. 


Internal competition, 


Government purchases. 
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being overcome, and to-day there are few woollen goods which are 
not being obtained from Indian sources. The price concession 
which can under the Stores Purchasing Rules be given to Indien 
goods has undoubtedly been of assistance. It is no reflection on 
the administration of the Department that internal competition 
(made all the keener by the pressure of foreign competition in other 
lines) has sometimes beaten prices down to an unremunerative level. 


58. The second condition of the Fiscal Commission is that the 
industry must be one which without the help of protection is not 
Second condition of tkely to develop at all, or is not likely to- 
the Fiscal Commission, ‘evelop so rapidly as is desirable in the 
interests of the country. It was admitted 
by the Fiscal Commission that it was impossible to lay down the- 
stage of development at which protection should be applied, and. 
it was admitted that though this condition would normally apply 
to an infant industry, an industry might stand in need of protec-- 
tion as a result of some temporary deterioration or atrophy. We 
conceive that the present conditions of the woollen industry are- 
of the kind that the Fiscal Commission had in mind. 


59. The conditions of to-day may not be due entirely to causes 
beyond the control of the industry, but the fact remains that if it is 
in’ the interests of the country that the 
industry should be preserved from complete 
decay, then the industry can claim that it 
comes within the terms of this condition. On the woollen side at 
least, we have the evidence of most of the units of the mill industry,. 
and the evidence is supported by that given by local Governments: 
on behalf of the cottage industry. _We have satisfied ourselves. 
by the detailed examination of the costings of the mills which have 
ge evidence and by the critical selection of what we think can 

e considered as reasonably efficient working costs, that Mills. 
cannot compete on level terms) with the cheap importations of 
shoddy rugs and cloth from Italy, Japan and Poland. To a less: 
extent the same statement must probably be applied to the former: 
imports of France and Belgium, now, perhaps temporarily, in 
eclipse. But of this it is not possible to give evidence to-day. 
Our assertion is supported by the statement, taken for what it is: 
worth, of the Cawnpore Mills, that they can hold their own against. 
foreign competition except from Italy and Japan. None of the: 
Mills we have examined, it may be noted, has made a profit for the- 
last three years, save after a re-construction of its capital. A 
prime cause of the present state of affairs is of course the great 
depression which began in 1929, and the present tidal wave of 
competition has caught the industry at a time when it was least 
able to withstand the shock. 


60. The third condition prescribes that the industry will be able 
to face competition eventually without protection. The fact that 
Third condition of the industry has in the past under what may 
the Fiscal Commission, be regarded as more normal conditions been 

able to hold its own, is primd facie evidence 


Depression an 
foreign competition. 
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‘that it will be able to do so again. The chief factor that militates 
against reduction of costs at present is the smallness of output. 
Increased output will reduce the overhead costs of the unit of 
production, by giving continuous working it will increase the effi- 
cieney of the workmen, which in itself will lead to a greater volume 
of output per unit of machinery. These are the main economies 
which the industry itself relies on to reduce its costs of production, 
We ourselves would add— | 


(1) that there is room for reduction in Stores consumption ; 


(2) that in the past there has been excessive capitalisation, 
and consequently heavy capital charges in some of the 
mills. This has been generally written down and in 
this respect we believe that the Mill industry, speaking 
generally, is in a much sounder position than it was; 


(83) that some improvement in sales organisation should be 
possible. 


61. We believe that with these economies effected the industry 
should under more normal conditions of trade be in a position to 
fi tional 22cVer enough of the woollen market’ from 
eae international! Ttaly and anyother Continental country to 
eae enable it to hold its own. But we think it 
would be unfair to lay too much stress on this condition in the 
chaos to which international trade has been brought by currency 
manipulations and artificial encouragement of exports and restric- 
tion of imports. It is impossible to foresee what may take place 
‘even within a year or two, and we shall content ourselves with 
recommending that a re-examination of the conditions of trade be 
made within a short period. 


62. There is much disagreement among commercial associations 
in India on the question whether the industry satisfies the condi- 
tions of the Fiscal Commission. There is 
equal disagreement as to the national import- 
ance of the industry. The views of the 
trading communities are naturally coloured by the interests of the 
community itself. It is inevitable that protection of an industry 
should be paid for by the consuming publie and to some extent 
by the traders who cater for their wants. The claims of the 
industry must be nicely balanced against the interests of the other 
side, and of the country as a whole. There is no doubt of the 
greatness of the service rendered to the army by the woollen industry 
during the war when the entire industry was requisitioned for war 
purposes, but whether this would substantiate a claim 40 be 
considered as “‘ essential to national defence or special military 
importance ’’’ is beyond our competence to decide. Nor can the 
industry from the number of its employees, nor the volume of 
capital invested in it claim to be a verv important item in the list 
of great industries. It cannot be called a key industry in the sense 
in which that term has been employed by the Fiscal Commission 
until it can prove its capacity to supply subsidiary industries with 


Importance of the 
industry. 
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yarn, But there is an industry of considerable importance to the 
country, namely, sheep-rearing which is in a special degree 
dependent on it for disposal of the produce. 


68. But we do not think that the claim for protection need be 
‘based on any of these considerations. On the ordinary economic 
grounds laid down in the Fiscal Commis- 
Claim to protection sion’s conditions we think the claim to be 
pear get pn on protected can be established. From this 
point of view if protection is needed to sus- 
tain this link in the industrialisation of the country, and can be 
given without excessive cost to the consumer, we consider that it 
should be given. There is, moreover, in existence a widespread 
cottage industry, of considerable importance, in some areas of vital 
importance to the well being of the people, and this itself is in 
danger, and can be assisted so far as we can see only by some form 
ef protection against excessive foreign competition. 


64. Our general conclusion then is that the woollen section of 
the industry has established its claim to be protected. The real 
; cost to the..consumer cannot be computed 
Woollen, section has with any exactness. But we shall attempt 
oe nes pects, en" to show in percentages the level at which 
protective duties should be calculated, and 
to prove that during the period of protection the costs of production 
should materially decrease. As things are to-day, with most other 
competitors practically eliminated, and with the revenue duties as 
high as they are, it is clear that the industry stands in need of 
protection only against the shoddy articles of Italy and Poland, 
though there is always the fear of an extension of Japanese activity 
in this sphere and further exchange manouvres may bring other 
countries into the picture. We agree with the view of the mills 
that by the substituting of a.more.durable article for the shoddy 
rug and melton cloth the consumer would not in fact be deprived 
of a really cheaper article, in spite of the fact that the cash price 
more conveniently fits into the domestic budget of the poorer classes, 
‘owing to the prevailing fall in their purchasing power. And on the 
‘other side of the picture is the safeguarding of the handloom 
weavers, some 400,000 of whom are finding their livelihood 
threatened. 


Tue Worstep Brancu. 


65. We justified the division of the industry into two parts— 
‘woollen and worsted—on the grounds that we had more widespread 
i evidence regarding conditions in the woollen 

P cation ee : uke mills, that this side of the industry uses to a 
Tale, ranch of eae greater extent a raw material grown in the 
country and that the cottage industry is 

predominently woollen. It is moreover practicable to deal with 
either branch of the industry separately by means of tariffs or 
other protective measures. But it cannot be denied that the 
distinction is somewhat obscured by the organization of the joint 
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industry in India. To some extent the two sides of the industry in 
the mills are mutually dependent, looms are interchangeable, cer- 
tain establishments are joint, and it has been difficult in practice 
ernie the exact costings of the two halves of an individual 
mit. : 


66. One of the main factors of the first condition laid down 
by the Fiscal Commission, viz., the existence of an abundant supply 
; i of raw material is not fully satisfied by the 
Fie aC Richens of the worsted branch of the industry. It has 
Meh eee os already been pointed out that the raw 
material for worsted manufacture can be obtained to a limited 
extent from Hast Indian wools, and hardly at all from Indian wools, 
and then only in the crossbred qualities. It is certain that for as. 
long a period as we can foresee, worsted manufacture will be mainly 
dependent on foreign supplies for its raw material. We are not 
disposed to stress unduly the failure to meet this condition, for the- 
worsted industry of all the chief competing countries is in exactly 
the same position and the ancient worsted industry of India has- 
been forced by the competition of a better wool to go abroad for its 
supplies. India in fact is exchanging its surplus of inferior carpet 
wools for superior qualities». The relative extent of the worsted: 
industry to-day can be gauged from the comparative figures given 
in Chapter Il. The woollen side is at present undoubtedly the 
most important but the worsted has probably the greater capacity 
for expansion particularly in ight mixtures. Hosiery also may be 
counted for the most part as a branch of the worsted industry. 
The output to-day is estimated, at about 363,000 yards of piece 
goods and 525,000 ‘shawls. The imports amount to about 6'8 
million yards of piecegoods including mixtures (at 50 per cent. of 
the total) and shawls to 416,000. The capacity of the Indian indus- 
try may be put at about 972,000 yards worsted piecegoods and: 
1,750,000 shawls (averaging about 23 yards each) including the: 
mills at present closed, and excluding hosiery. 


67. The second and third conditions can only be discussed in: 
the light of the actual facts of production, and the question at issue- 
is: Can thé Indian Industry produce goods- 
comparable with those imported, and, if not,. 
have we any reasonable expectation that they will be able to do so?” 
On the woollen side we have come to the conclusion that the mills 
are already able to produce an article superior in durability to the. 
Ttalian, and we have reason to suppose that shortly they will be 
able to compete in finish and attractiveness not only (exceyt in the 
lowest classes) with the Italian shoddy but with the medium quali-. 
ties from other countries, without great cost to the consumer. On 
the worsted side, we have not found the same complete evidence- 
of capacity to meet the demand for superior as well as medium 
qualities. But we think our history of the trade since the war 
explains the causes of this backwardness of part of the industry, 
and we shall show that in our opinion it relates only to part of the: 
industry. 


Second condition. 
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68. We will take the Mill industry first. A worsted industry: 
has existed for many years. We pointed out in Chapter Is 
Shawl its beginnings. It was until the war 
anny almost confined to the manufacture of 
shawls from the better East Indian wools, though we believe 
that a certain amount of other worsted cloth was made in the 
Lalimli Mills from imported wools. Shawl manufacture has 
always been the Indian industry, par excellence, and the Mills- 
carried on the tradition. The war put an end to it in its old form. 
The East Indian worsted was of an inferior type and it passed: 
away like other things in the world with the demand for something 
better, There is no prospect of its revival. From 1919 onwards 
all mill-made shawls were of imported wool. This manufacture 
(from imported crossbred wool) has been the great stand-by of the 
Indian worsted mills and as we have already pointed out, it has- 
to-day for various reasons been able to re-establish itself. In 
merino qualities the mills cannot compete with the Japanese, but 
the market for these is smaller than for the crossbred shawl, and it: 
may be noted that the handloom shawl made in the North from 
foreign (chiefly Japanese) merino yarn has no difficulty in holding” 
its own, with the assistance of the present duties, and its own 
excellent quality. We must add, however, that while we are 
writing this report we have received evidence that Japanese manu-- 
facturers have turned to the making of shawl-cloth of crossbred. 
quality. 


69. Worsted yarns (from crossbred and merino wools) have’ 
long been a product of the Indian mills. And crossbred yarn has 
been’ used for the production of a type of 
plain worsted cloth for which there has been: 
a market in India. But until recent years merino wools were used 
only for coarse counts (largely for knitting) and the spinning of. 
finer counts for weaving and hosiery, is still (in some of the mills) 
in an experimental stage. The extent to which fine merino yarns 
can be supplied to the Indian market by the Indian industry is a. 
question which will have to be considered when we deal with the- 
effect of protection on the other woollen industries. But we have 
been satisfied by the evidence of expert witnesses that yarns can be- 
and ate being produced which can compare in quality with the best 
of imported yarns, and that this improvement is not confined to- 
yarns is supported by the evidence of the Indian St.res Depart- 
ment that there has recently been great improvement in the produc- 
‘tion of worsted cloths for Government departments. 


Worsted yarns. 


10. Undoubtedly this side of the industry is not yet fully 
developed. Putting ade the Lalimli Mills, regarding which we: 
ack evidence, they are reported in compari- 

Mipeetce telah) son with the est tapered products to fail 

in originality of design, proper finish and satisfactory dyeing: and 
some reorganization and some expenditure will be needed to effect 
improvements. But we do not regard it as surprising that the 
standard of the Indian Mills’ production is still some way behing 
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the standard of the leng established industries of Europe: apart 
from the lack of experience in these respects, they are handicapped 
to some extent in the important matter of design by the compara- 
tive smallness of the home market, which makes large experimental 
manufacture a risky procedure involving heavy working capital 
outlay. And our sketch of the recent history of the industry will, 
we think, serve to indicate some other reasons for their slow pro- 
gress. Competition in the past has been severe, but we believe that 
the quasi protection which they are now enjoying (partly from 
Customs duties and partly from the exchange difficulties of some 
competing countries) would have enabled the industry to progress 
but for the sudden incursion of Japan. 


71. We have received belated corroboration of the correctness 

of this conclusion in a series of samples from the Lalimli Mills, 
asieek Bk Sees which reached us some time after we had 
giathe. finished the taking of evidence, and while 
this report was being written. We do not 

know (in the absence of direct evidence) the extent to which these 
goods are in the market, but we have been given to understand that 
the sales organization of the Lalimli Mills 1s in some respects retail 
rather than wholesale, and-this would-account for their piecegoods 
coming less to the notice of wholesale merchants, from whom our 
evidence. has chiefly been obtained, These samples do in our 
opinion serve to substantiate the claim that the Indian industry 
has already made such progress that we can reasonably look forward 
within a short time to the Indian Mills taking their proper place 
in the Indian market, if they can obtain protection against the 
overwhelming competition of Japan which has practically eradi- 
‘cated any price difference between merino and crossbred qualities. 


72. In regard to the third condition we can only repeat the 
reasons we have given in paragraph 61 for not insisting upon 
. on its fulfilmenty In the chaotic conditions 
Piied condrcion. of world exchanges to-day it is impos- 
‘sible to foresee what may happen; but we have no reason to 
suppose that given more normal and stable conditions of world 
trade the Indian industry should not in due course be able to hold 
its own, except possibly against Japan. 


73. But the mills do not provide the whole of the picture. The 
‘small factories of the Punjab and elsewhere are turning out 
; excellent fabrics, and the old-established 
Industry | requires handlooms of the hereditary weavers of fine 
protection in the in- . : 
terests of the country. Wo0llen tissues are still an essential part of 
the industry, and their survival is, in our 
opinion, no less important a consideration. The extent to which 
we have been able to calculate the exact measure of protection 
required we shall deal with in the next Chapter. Here we will 
only state our conclusion that in our opinion the industry even in 
the incompletely developed form in which it exists to-day is in a 
danger of being crushed by this competition, and that it is in the 
interests of the country that it. should be protected. 


CHAPTER VI. 


The Measure of Protection required. 


74, In attempting to arrive at fair selling prices we have been 
faced by a problem certainly not less difficult to solve than that 
sae he oe presented by the companion textile indus- 
wine "1" tries. The complexity of such a problem 

. ‘ unfortunately is in no way proportionate to: 
the size of the Indian industry or the financial interests involved, 
And the immense variety of articles produced, many of them: 
specialities of particular countries, has put effective comparison. 
with foreign imports out of the question except in certain stand- 
ardised types. The British Wool Textile Delegation have been. 
kind enough to supply us in confidence with a system of costings 
relating to the British industry and this we have made use of as we 
shall explain. We have worked out our own system of costing in 
arriving at fair selling prices of the standard types which we have 
selected for purpose of comparison. We have taken examples* 
from each of the main heads of production, viz., travelling rugs,. 
shawls, meltons, tweeds and worsted suitings, etc., both Indian and 
foreign, and ascertained so far as the evidence of manufacturers. 
and dealers would enable us to do s0, which examples were being 
sold in the market in competition with one another. The difficulty 
we have experienced in doing this may perhaps be gauged from our 
discussion of the problem in Chapter 1V. But we believe we have 
arrived at a parallel series of samples which though not always 
strictly comparable in quality and not covering the complete range 
of woollen goods, do in our opinion compete with one another at 
the same general level of the market. The prices of Italian, 
Japanese and other foreign articles haye been ascertained by the 
evidence of the Mills themselves, of merchants in Bombay and some: 
cf the Chambers and Trades Associations. The United Kingdom 
prices have been supplied to us by the delegate from Bradford or 
are quotations given by the Chambers of Commerce and other 
Trades Associations. 


75. We have supplemented the information thus obtained by a 
further series of comparative prices arrived at (a) by taking typical 
articles of foreign manufacture of which we: 

Methods adopted in know the c.i.f. prices and estimating what 
arriving at fair selling ould be the fair selling price of exactly 
gee similar articles made in India: (b) by esti-. 
mating the United Kingdom cost of a number of articles of Indian: 
manufacture. (b) is of service only in calculating the possible 
extent of competition from the United Kingdom and has been con- 
firmed by estimates made by the representative of the Bradford 
Chamber of Commerce of what the c.i.f. prices of exactly similar 
ae ea ates gE Se ee 


* We desire to acknowledge particularly help received from the Bengal 
aud Bombay Chambers of Commerce and the Woollen Piecegoods Association: 
of Bombay, among others. 
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articles would be if made in England. We believe that (a) com- 
bined with the actual quotations of goods, even if not always 
‘strictly comparable in quality, has given us a range of comparative 
prices which forms, with some limitations, a fair guide in assessing 
the general extent of the competition and so to measure the protec- 
tion required. 
76. The great and constantly changing series of varieties have 
made it impracticable for us to determine average prices over a 
en Specceates ine of years. There is indeed a certain 
Comparison based on steadiness of general prices from the United 
Tosaa5. © ithe. an Kingdom but thers hee been a constant down- 
ward tendency in the prices of the cheap 
shoddy articles from the Continent, and there is nothing steady 
in the quotations from Japan. The uncertainty. of the currency 
exchanges is another unsteadying factor. On the whole we think 
there is no alternative but to take the position as we find it to-day, 
that is to say, in the 1934-35 season. 


77. We have then applied our own standard of costings to the 
Indian products and ascertained their fair selling price calculated 
Sistied 6b deine on this Rt In te . ou ee 
costings we have of course had before our 

pe eee reps might conditions that underlie the system 
-of discriminating protection, and consequently though we have 
used the detailed costings supplied to us by the Bombay and Banga-_ 
lore mills, they have been converted, partly from our own know- 
ledge acquired in the course of this enquiry and partly on expert 
advice and comparative evidence, into what may be called the 
costings of a fully efficient mill. For comparison of cost with 
articles in the market in the 1934-85 season we have taken the cost 
of raw material as it was at-the time those goods were manufac- 
tured. We have estimated the cost to-day of erecting a mill of 
approximately the same sizé)as one'of the woollen milis and one 
of the joint worsted and woollen mills, and have allowed deprecia- 
tion on this basis. We have assumed a working capital equal to 6 
months’ output of these mills; and we have allowed 6 per cent. 
interest on the working capital, and 6 per cent. as profit on the 
total block capital. Unfortunately our estimates have had to be 
‘based on conditions only in Bombay and Bangalore. Bangalore 
is as well situated as any mill in India for the manufacture of the 
lowest qualities of rugs, and other woollen tissues, and our costings 
-of these types have accordingly been based on conditions in that 
locality. As regards superior woollen gods and worsteds our 
-estimates of necessity follow the circumstances that accompany 
industry in Bombay. In some ways production is probably cheaper 
in Cawnpore and the Punjab, but we believe that on the whole 
-there are advantages in Bombay which may counterbalance some 
of those of Upper India, and we have accordingly applied our 
estimates of costs to Cawnpore products also. It must be admitted 
“however that it is possible that Cawnpore costs may be somewhat 


‘lower. 
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We have assumed that the general rates of wages will remain 
the same as to-day, but have'taken into account the economies 
that should result from continual working on a greater output. 
This will lead to greater efficiency of the workmen which itself 
implies increased production from a machine, larger yields from 
the raw material, and lower incidence of overhead charges. 


78, We believe that the fair selling prices at which we have 
arrived may fairly be taken as based on average costs throughout 
Fair selling price the period of protection. On the woollen 
g price “. : : é B 
based on average costs side protection is chiefly needed in the lower 
throughout period of grades of output, and our proposals should 
provechon: certainly. enable the mills to increase their 
production very soon and attain the ecouomies we have estimated. 
In medium and high qualities of woollens, and in the worsted 
industry progress depends in our opinion chiefly on the mills them- 
selves, and given relief from the pressure of Japanese and Italian 
competition we see no reason why the industry should not he able 
to hold its own, if it studies the needs of the market. In arriving 
at our costings of the medium and high qualities however we have. 
assumed that the industry will take longer to reach its full produc- 
tion, 
79. The management of the industry, except in the Cawnpore 
and Dhariwal mills, is of the Agency system. In view of the full 
ieinagins . Aesate! discussion and investigation that has followed 
sueamnieien “miiowod: the report on the cotton industry, we think 
it unnecessary to say anything about this. 
We have allowed in our costing 10 per cent. on the net profits 
on account of Managing Agents’ Commission. We do this inspite 
of the fact tht a large part of the industry is not on the Managing 
Agency system because that system does avoid certain other super- 
visory charges, and some of the selling expenses which fall on the 
rest of the industry. We find that the mills which employ out- 
side selling agents usually pay a commission of 4 per cent. on cloth 
and hosiery and 2 per cent. on yarns. But a good deal of the 
output is disposed of direct to wholesale merchants, and we con- 
sider that an average commission of 2} per cent. to cover selling 
expenses is justifialste. 


80. In the following paragraphs we shall distinguish in our 
yecommendations the woollen and the worsted sections of the 
Industry. But we wish first to make some 
remarks, applicable to both sections, on the 
possibility of reorganization which has been 
‘put to us by a number of witnesses, perhaps without full considera- 
tion of its difficulties, as the sole cure for industrial illness. 
Compared with the Cotton Industry the woollen trade has always 
‘been one of greater individuality. And in India this is accen- 
tuated by the great distaness which separate various units, leading 
to different problems in different localities. This alone we imagine 
has been sufficient to account for the lack of organization anc 
co-operation of the industry as a whole. There is another facto: 


Factors handicapping 
the industry. 
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which has in some measure handicapped the Industry in ‘its. come 
petition with foreign products. The woollen markets of India as: 
of the rest of the world are of immense variety, and to serve this. 
variety the Indian mills, particularly those of the joint woollen 
and worsted type, are attempting to make something of everything. 
Most other woollen industries of the world have met this varied 
demand by specialization, and as they have been organized to supply 
a world market, while obtaining the economies and efficiency of 
specialization they escape some of the risks and the locking up of 
capital that may be involved in catering for so small a market, 
comparatively, as that of India. There is hardly such a thing as. 
specialization in India to-day, and the difficulties in the way are 
obvious. But the handicap imposed on the industry by the present 
organization must also be realized. To be successful the Mills are 
dependent on a most accurate estimate of the market-demands and 
must employ an unusually large working capital in the financing 
of stocks. It seems probable also that efficiency in so many different 
lines must demand a high proportion of supervisors. In the: 
absence of protection success in the home market must be dependent 
on the extent to which these difficulties can be overcome. Some- 
thing can be achieved, we believe, by.leaving to the wocllen mills 
the market in the lowest qualities of blankets and rugs and other 
woollen textiles for which their location and their experience 
peculiarly fit them. And this arrangement would also tend to 
reduce the existing intense competition of the Mills with the hand- 
loom weavers. But the problem is one which can only be solved. 
by the Mills themselves, 


BLANKETS AND Rus. 


81. As we have already stated earlier in this report we do not 
propose to differentiate between yirgin wool and wool recovered 
from rags,jor» ‘shoddy’. At present all 
blankets and rugs are slngeaa under one item 
of the Tariff Schedule No. 49 (3), unless made wholly or partly 
from artificial silk. We think that a separate item should now: 
be made for woollen blankets, and propose that 25 per cent. content 
of wool shall constitute a woollen blanket or rug. We have dis- 
covered no blanket or rug passing as woollen that contains fess than 
50 per cent. wool, except from Japan, one of which was found 
on analysis by the Customs Department to contain— 


Blankets and rugs. 


Per cent 
Warp— 
All cotton. 7 2 - 7 2 $ : pt) 
Weft— 
Wool : ‘ 3 2 z ‘ ; : $ 24, 
_ Cotton Sk ae ee a | A 
Artificial silk EC : : . . ; s . 7 
Hemp. . . ‘ . : : . : : 18 


—— 
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About 25 per cent. is the minimum proportion, agreed to by 
Indian manufacturers, which would enable a rug te pass as woollen. 
It is the fact that cotton or staple fibre can be mixed with shoddy 
wool that makes it possible for an attractive rug to be manufactured 
at a cost equal to or even lower than that of the cheapest Indian 
rug. Neither shoddy nor cotton can be mixed with the lowest 
quality of Indian wool and even if they could, no price advantage 
is likely to accrue to the Indian manufacturer. But we are of 
opinion that it would be undesirable to encourage this type of 
manufacture in India partly because the article is definitely inferior 
in warmth and durability to the indigenous article, and therefore 
not really cheaper, and partly because it involves the abandonment 
of the advantage which India possesses in her low grade raw 
material, and would do a disservice to the wool grower. In the 
best quality blankets and rugs for which an imported wool is 
required the Indian manufacturer is in exactly the same position 
as the foreign manufacturer in regard to the possibility of mixtures. 
and should therefore equally be able to meet such demand as there 
may be for this type of article. We therefore recommend the 
retention of only one class of_woollen blankets and rugs whether 
they be of pure wool or mixed with other materials to the extent. 
of 7 per cent. 


82. We propose to dea] with the cheapest imported article by 
imposing a specific duty of 4 annas a pound combined with an 
ae. ad valorem duty. The lowest weight rug 
Hania: y “made of the low grade Indian wool which 
can compete, with the Italian shoddy rug 

is of about 3 pounds. Rugs are sold retail by the piece and not by 
weight, and we propose to meet the competition of imported rugs. 
of lighter weight by imposing a minimum duty of Rupee one 
per blanket or rug. The ad valorem duty should be 25 per cent. 
The following Table gives the prices of three popular Italian rugs 
of low quality, the effect of the proposed duty, and the fair selling 
price of Indian rugs which are sold in competition with them :— 


Taare XXII. 


Landed Indian Roa. 


— | Weight. price 
ex duty. 


Ad valorem 
duty Total. 


Z Fair sell- 
0, 
25%, Weight. ing price: 


Specific 
duty. 








Ibs. oz. | Rs. 4. p. | Rs. a. Pp. | Re. a. PB. | Re. a. e. | Tbs. oz, | Re. a, BP. 
A. 210] 110 0] 010 6; 0 6 6] 211 O| 8 O01 2265 
B. 2 8 {| 2060 6; 010 0/081}; 827} 8 OO] 214 9 
C. 8 4 213 6} 013 0] 011 4] 4 510 ce ee 





A popular reversible (or ‘ double’) rug (D) of medium quality 
(‘‘ all wool ’’—mostly shoddy) weighing 5 Ibs. is priced c.1.f. at 


E 
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Rs. 4-6-4. The combined duty will raise the price to Rs. 6-12 
(reduction in weight or quality would certainly lower its popularity). 
There is a number of Indian rugs which attempt to compete with 
this, all weighing 4 lbs.; and the fair selling prices of two are 
Rs. 5-14-6 and Rs. 6-12. The Bangalore Woollen Mill has been 
very successful in its experiments with a double rug containing a 
similar proportion of shoddy, certainly superior in quality to the 
Italian, the fair selling price of which is Rs. 5-12. Assuming that 
the Indian mills find it necessary to increase their weight soime- 
what, we have no doubt they will be able to hold their own at these 
prices. 


83. The incidence of the combined duty amounts to 65 per 
cent. on A, 55 on B, 53 on C, and 53 on D. A 5-lb. vug costing 
Rs. 10 ¢.i.f. would pay 37 per cent., and a 
United Kingdom im- Rs, 20 rug 31 per cent. Imports from the 
Be eeitis ae rom United Kingdom, we are informed, are now 
: confined to blankets proper, and a very 
superior travelling rug. Blankets have now gone out of use in 
India in favour of the travelling rug, and the Indian industry 
competes hardly at all with this type of product. In the better 
quality travelling rug the Indian Industry is well able to hold 
ils own with the United Kingdom. Imports are so small to-day 
that no quotations have heen submitted to us of comparable quali- 
ties. We have costed two Indian rugs, one of medium and one of 
high quality, on both the Indian and United Kingdom basis of 
costs with the following result;— 


TABLE XXITT. 


United 
Weight. Size. Indian cost. Kingdom 
cost, 
Ib. inch. Rs. a. Rs. a. P. 
(J) Rug . . 4} 96 x 54 li 38 13 $1 5 
(2) ” . 4 90 x 64 6 12 8 19 


Rug (2) is the Indian rug intended to compete with the Italian 
rug and referred to in the previous paragraph. If we assume that 
the United Kingdom costings are somewhat high, there is still no 
question but that the Indian manufacturer is favourably situated 
in comparison with the English manufacturer. Such preference 
as is consonant with the general level of revenue duties may be 
given. We recommend that the United Kingdom imports should 
be exempt from the specific duty. 


OrsEr Woorten Tissves. 


84, Under the present Customs Schedule [Item 42 (2)] woollen 
piecegoods (other than felt and shoddy materials) pay 35 per cent. 
Wecilsn piasoade= ad valorem or Re. 1-2 per Ib. whichever is 
existing duty on United higher. Materials made of shoddy pay only 
Kingdom goods to be 3&4 per cent. ad valorem under Item 49 (3). 
retained. Fabrics containing less than 90 per cent. 
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wool pay 85 per cent, ad valorem under Item 48 (b). Our chief 
concern under this head is with the shoddy goods of lialy and 
Poland. Japanese competition is limited to certain types of ‘‘ face 
cloths ’’, and similar plain materials (known variously as Blazer 
cloth, Chesters and Broadcloth) and to such of her light shirting 
flannels and ‘‘ bleached muslin ’”’ as are classed as ‘ woollens ’. 
These, so far as we can ascertain, are ordinarily made wholly of 
virgin wool* and cloths of similar weight are priced somewhat 
higher than the Italian shoddy, but a good deal lower than the 
Indian fair selling price of similar articles, the average being 
about Re. 1 a lb. lower. There is reason to believe, as we have 
previously stated, that the exemption of shoddy from the specific 
duty has encouraged the import of fabrics made wholly or partly 
of shoddy, that is to say, these articles have beea able to compete 
‘more successfully with goods made of virgin wool. The total 
imports of shoddy piecegoods amount to about 2 million pounds 
in weight valued at Rs. 161 lakhs. The average weight per yard 
is probably about 16 ozs. and the average value per lb. about 
13 annas. We have been unable to find any other imported goods 
classed as woollens which call for so high a duty as these shoddy 
cloths, in order to protect. the Indian industry. If the shoddy 
were comparable with the Indian tweed of lowest quality, the latter 
‘would require a maximum duty of Rs. 1-6 per lb. But the lowest 
Indian tweed, whether mill woven or hand woven, seems.to us to 
‘be better than the lowest quality of shoddy tweed. The factor of 
fine finish is not quite so evident as in the rugs: and to levy a 
duty equal to the full difference in price of the cheapest variety 
would seem to be unnecessary, But there is no doubt that the 
cheapness of the shoddy inspite of its manifest inferiority is 
‘preventing the sale of Indian tweeds: and if the Indian industry 
is to be protected as we have already agreed, then the price of the 
‘shoddy must be increased to a point at which Indian tweed can be 
readily sold. 


Apart from Japan, woollen piecegoods other than the cheap 
shoddy materials to which we have referred come, we believe, very 
largely from the United Kingdom. The joint representation claims 
broadly that the industry requires the present preferential revenue 
duties to be converted into protective duties. The Table given below 
would show that on comparison of bazar prices alone the difference 
jn price is more than covered by the revenue duty. But it is 
probably true that even in exactly comparable fabrics the United 
‘Kingdom product will be the better made and so command a better 
market than the Indian article. This disadvantage is one which 
we believe will tend to disappear; and meanwhile may be counter- 
‘balanced by the continuation of the present duty. 


The chief evidence we have of direct competition between Indian 
‘Mills and the United Kingdom is in the contracts with the Indian 





*Reports from Caleutta show Japan has begun to export small 
-quantities of shoddy goods. 
Ea 
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Stores Department. In most instances to-day the Indian Mills are 
now able to quote competitive prices; that is to say, the present. 
2& per cent. duty has been sufficient to protect them completely. 
We recommend that this preferential rate of duty should be 
retained as a protective duty both in the cases of woollen and 
worsted piecegoods. 


THE MEASURE’ OF PROTECTION REQUIRED. 


TABLE XXIV. 
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85. We may therefore confine ourselves to the competition of 
Japan and the Continental countries to which our attention has 
On goods from other been drawn. And a duty which will be 
<ountries specific duty sufficient to protect against the shoddy trade 
ve aiernetye ad will certainly suflice to protect against com- 
mended, > *°°™ petition whether from Japan or other coun- 
tries in the pure wool trade. The 
measure of protection required in view of what we have 
said in paragraph 84 is not easy to determine. As we 
have said to level up the lowest prices a maximum dut; 
of Re, 1-6 per lb. would be needed. The maximum is 
based on two examples of a broadcloth; the average difference in 
price of the samples listed works out at 14 annas 9 pies a lb. It 
is not possible to arrive at a properly weighted average, but we 
have come to the conclusion that a duty of about Re. 1 per lb. 
coupled with their superior quality should enable the Indian Mills 
to compete on equal terms in these types. Re. 1 is nearly the 
same duty as is required against Japan in the dearer articles. 
The hand woven stuffs which compete in these grades are the 
puttoos and the tweeds and similar styles of cloth called by various 
names. In width the cloth varies from 18 inches in ‘ puttoos’ 
to 32 inches in ‘ tweeds and the selling prices, adapted to the 
usual 54 inches, would be— 


Puttoo from Re. 1-10-8 to’Rs. 2-12-6. 
Tweeds from Re. 1-2-6 to Rs. 2 a yard. 


The weight of the cloth has not been reported but does not 
differ materially from that of the mill made tweeds which are 
from 14-16 ounces per yard: and it will be seen that the prices 
of the hand woven are therefore much the same as of the mill made 
cloth. We propose to levy the duty in the form of a specific duty 
of one rupee per lb., with an. alternative ad valorem duty of 35 
per cent. The specific duty will be effective on prices up to about 
Rs. 2-14 a pound. At this price it is equivalent to 35 per cent., 
and on higher prices the ad valorem duty. comes into effect. 


MIXTURES. 


86. Our trade statistics regarding mixtures start with April 
1934. The following statistics are available partly from the Indian 
records and partly from those of the United 
Kingdom. 


Mixtures, 
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_ Mixtures represent about 23 per cent. of the total imports of 
piecegoods. The big supplier of mixtures both woollens and 
worsteds has always been the United Kingdom. As the specific: 
duty did not apply to the United Kingdom, her proportion of 
mixtures tu total piecegoods has obviously not been affected by the 
application of the specific duty to pure woollen goods. There is no 
evidence that mixtures from other countries have been encouraged 
by this distinction, though the general impression is that imports 
of mixtures have increased, particularly from Japan. There is no 
indication of what proportion of the mixtures from other countries. 
than the United Kingdom are classed as woollens, and what propor- 
tion is worsteds, On general evidence we have reason to suppose 
that Japanese mixtures are mostly worsteds, and Italian mostly 
woollens. 


87. The demand of the Indian industry is that mixtures shall be 
treated as pure woollen goods for the purpose of protective duty. 
‘The problem arises from the fact that India 
at present produees no mixtures. There 
would prima facie be some justification for 
this claim on the woollen sidein the fact that Indian wools of the 
lowest class cannot be blended with cotton or other staple fibre: 
and therefore it is true that the lowest class of Indian fabrics 
would be at a disadvantage, were not the wool as cheap as cotton. 
But of the low grade woollen cloth practically none can be made 
of that low class of Indian wool that can be used for the manu- 
facture of blankets and rugs. Most mill made woollen fabrics 
therefore contain only the superior quality of Indian or East 
Indian wool, mixed perhaps with a proportion of crossbred wool 
and worsted waste, and the better the quality of cloth, the higher 
the proportion of imported wool. Only in this superior class of 
material can cotton or staple fibre be blended with the wool, though 
in tweeds a thread of cotton or other fibre is often used in making 
the design. In other types of cloth, such as blazer cloth and meltons 
which have a plain milled surface, the ‘ union’ type of mixtures 
(with a cotton warp) is sometimes adopted. The proportion of 
other material used in the mixing for blankets and rugs may, as 
we have seen, be as much as 50 per cent. or even 75 per cent. 
In other woollen textiles it is rarely so much, the proportion in 
United Kingdom goods being seldom more than 28 to 30 per cent. 
and generally less. In worsteds on the other hand the proportion 
can be much larger, but in this process the mixing is of different 
yarns and not of two materials in the blend. There is, so far as 
we know, no valid reason except the difficulty of specialisation 
to which we refer elsewhere, why the Indian mills should refrain 
from making these mixtures. The only reason which has been 
given to us, viz., the difficulty of keeping the materials apart in the 
same mill so that there is a risk of the ‘‘ pure wool ”’ specifications 
of Government contracts being endangered, is surely one which can 
be got over by better organization. There is a great and increasing 
demand for mixed fabrics throughout the world (which has no 


Staple fibre to be 
admitted free. 
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connection with the encouragement given by separate classification 
in the Indian Tariff Schedule), and the indications are that this 
demand has come to stay. ‘The woollen mills themselves have asked 
for the removal of the duty on staple fibre until there is a nearer 
. prospect of its manufacture in India. Rayon and staple fibre pro- 
duction is always creating new records, All this indicates that 
the long continued reliance on the natural qualities of pure wool 
for clothing is breaking down. Fashion is rejecting the claim of 
pure wool to be a ‘ superior’ product and in India the climate 
supports fashion. We support for these reasons the request of the 
Mills and recommend that staple fibre should be admitted free as 
other raw materials, or should not at any rate pay a higher duty 
than foreign cotton. The imports of staple fibre began only in 
1934-385 and amounted to about 42,600 Ibs. 


88. If the mixture of other fibres with wool is to be a factor 

of increasing importance in the industry we consider that this 
branch of manufacture should be treated on 

Woollen mixtures to its merits, and not regarded as a mere 
oe ae ae unwanted competitor with pure wool. In 
this instance the industry must certainly con- 

form to the dictates of fashion; if it-is to progress. Mixtures are 
not manufactured only in order to achieve cheapness, but more 
often in response to demand. We have unfortunately not been 
supplied with much evidence of the difierence in price. There is 
obvious risk in using Customs records as these take no account of 
quality, which does not follow weight. Average prices therefore 
whether per pound or per yard will be misleading. The average 
prices of imported piecegoods in 1934-35 were Rs. 2°92 per lb. and 
Re. 1°33 per yard, and of mixtures Rs. 2°24 per lb. and Re. 1:29 
per yard. From the United Kingdom the average price of woollen 
tissues per square yard in 1933 was 2s. 5d. and of woollen mixtures 
ls. 7d.; of worsted tissues 2s. 5d: and of worsted mixtures 2s. 
{Figures for later years are not available.) On the other hand 
the average price per yard of Japanese piecegoods (woollen and 
worsted tissues combined) was Re. 1-1 in 1954-35 while the average 
of mixtures was Re, 1-3-4. Japanese mixtures are obviously in 
the more expensive types of cloth. The price of German mixtures 
also averages slightly more than pure wool goods, while Italians 
are about half the price. The only conclusion that can be drawn 
is that the general level of prices of mixtures is somewhat lower 
than that of pure woollen goods, and that consequently the same 
specific duty would bear more hardly on the mixtures. On the 
other hand the cost of manufacture of mixtures should not differ 
materially from that of pure wool goods, so that the need for pro- 
tection in the one case remains the same as in the other, and 
could be calculated at the same ad valorem rate. So far as mixed 
‘ woollen ’ tissues are concerned therefore it would appear that 
the duty should bear the same percentage incidence as the duty 
on pure woollen tissues. There are however two considerations 
that lead us to modify our recommendations in regard to mixtures 
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classed as woollens. Firstly, that the industry is not yet organized 
-to produce mixtures. Experience will be needed before the tech- 
nique necessary for perfection can be acquired. Secondly, that 
shoddy will certainly be blended with cotton if the duty on this 
mixture is less than that on virgin wool or on the mixture of shoddy 
with virgin wool, and therefore in order that all tissue containing 
shoddy may be treated equally, which we think to be necessary 
for the protection of the low grade Indian tissues, the same specific 
duty must be applicable. The specific duty which we have 
proposed will, we believe, be effective against the low grade imports, 
and the ad valorem duty afford sufficient protection against higher 
-qualities.. 
89. We do not propose to change the present definition of a 
pure wool fabric in item 48 (2) of the Tariff Schedule as one 
No change proposed containing more than 90 per cent. of wool 
in the definition of (except to the extent that shoddy will no 
‘pure wool fabric. longer be excluded). 


Wonrsten TISSUES. 


90. Worsted fabrics are:.classed tor the purpose of Customs 
duty with other woollen fabries in item 48 (2) of the Schedule, 
and pay 36 per cent. ad valorem or Re. 1-2 

ie eae tial per lb, whichever is higher. We think it 
ee OS eo will be convenient to re-state here some of 
the facts we have given in previous chapters. Of the total imports 
of piecegoods (including mixtures) averaging 13 million yards in 
the past three years, we estimate that about 50 per cent. or 6°5 
million yards are worsteds. The other important item of worsted 
production is shawls, the imports of which in 1934-35 have been 
436,000 in number. Shawls are included in item 49 (4) of the 
‘Tariff Schedule and pay 35 per cent, duty. A large volume of 
shawl cloth has in the past been imported as piecegoods, the shawls 
being made up in India. Shawl production has always been the 
mainstay of the Indian industry. One of the general effects of the 
imposition of the specific duty on piecegoods has been the increased 
importation of shawls, and a falling off in the import of shawl 
cloth. In particular the trade in French shawl cloth (of crossbred 
quality) is reported to have almost disappeared. The Indian Mill 
industry has now largely recovered this trade. But in the current 
year Japan has begun to send a crossbred shaw! cloth at very low 
prices. The trade in shawls of the merino quality has in the past 
een chiefly with Germany whose product is largely of the all-over 
embroidered type. Recently Japan has been importing merino 
shawls and shawl! cloth in increasing quantities, and the mills are 
unable to compete with the price of these which is not much higher 
than that of their crossbred quality. But the Indian industry 
represented by the handloom weavers of Upper India produces a 
superior quality of shawl and ‘ chaddar’ with a design that 
appeals to the market and is reported to be well able to hold its 
own under the present scale of duties, inspite of a somewhat higher 
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price, so long as it can obtain cheap supplies of merino yarn. A 
cheap Japanese woven shawl made to imitate tho knitted article 
is reported to compete successfully with the Burmese knitted shawl, 
being sold at Rs. 15 a dozen. ‘There is little demand for this in 
India. The claim of the Mills is that the same duty as is imposed: 
on piecegoods should be applicable to shawls also. We agree that: 
there is no justification for the distinction, 


91. Tables XXVI and XXVII give comparative prices of 
worsted piecegoods. They are not completely representative of all 
Gigheeetes- Jive types of worsted piecegoods, but they cover" 
of worsted piecogoods. Tange of suitings in which competition is 
said to be most severe, and a number of 
other articles in which it is doubtful whether the Indian industry 
has yet reached the stage of effective competition. They serve, we 
think, to support the conclusion at which we have arrived, viz.,- 
that in the conditions of to-day Japan is the only competitor which 
India has to fear in this branch of the industry. Japan uses chiefly 
merino wool for export and consequently her products compare 
in quality only with the better class of the United Kingdom and. 
Continental goods but in price they are lower than much of inferior’ 
quality. Recently we have.evidence.of the use of crossbred wool 
also which is possibly an indication of an impending rise in price 
of merino qualities. To what extent Continental competition would 
revive with Japan on more level terms we are unable to say. Im 
view of Japan’s position in the market we have failed to obtain 
adequate statistics of prices of Continental goods. We can only 
report that in general when the goods are comparable in quality 
they-are reported to be somewhat lower than those from the United 
Kingdom. Merchants in Bombay put the difference at about 
14 per cent, 


92. In some lines such as the “‘ Bleached woollen muslin ”’ 
used for shirtings and similar garments, and sold at 5 annas a yard, 
Japan seems to have almost a monopoly. 
Bleached muslin which has long been known: 
in India as ‘merino’ is a speciality which 
has not yet been made in India, but Indian mills do make an: 
exactly similar cloth (unbleached), as a shirting flannel, of a. 
heavier weight. Japan has eliminated Continental competition. in 
similar fabrics. Some lines of more expensive shirting flannels: 
from the United Kingdom continue to be imported in small quan- 
tities, but we do not know the extent to which shirting flannels’ 
made by Indian mills are in the market. We have included in 
the Table some costings of samples with which we have beer 
supplied. Mill production of shirting flannel seems to be largely 
directed to army orders. 


Japanese competi- 
tion. 
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. nate : - + Excess over Indian cost. 
United Kingdom Japan Other countries : : ae t 
lath c.if. price. aif. price. Lf. price, Present fair selling Fature fair selling Re ee ot 8 ee 
Width. price, price, United Kingdom. Japan. 
d Cols. 8 and 9 Cols. 4 and 10 Cols. 5 and 9 Cols. 6 and 10 
Per Ib. Per yard. Per Ib. Per yard, Per lb, Per yard. Per Ib. Per yard. Per iv, | Per yard. per Ib, per yard. per Ib, per yard. 
2 3 4 5 6 7 8 9 10 it 12 Bb 14 15 16 
Inches. |Rs. 4. P. [RS a. P. | RS. ALP. | RS. ALP. } RS. aw. | Rs. a. P| RS. a. P| Rs. a. 2, | Rs. 4. P. | RS. AL Pe Rs, AvP, Rs. A. P. Rs, A. P, 
. . 54 4 6 6 4 6 6 2 240 2 2 10 i ed £6 9 46 9 4 211 4 211 —0 0: 3 —0 0 8 —2 811 The future 
! i1 and 
. . 54 6 1 6 2 8 9 1 14 10 015 4 “ es 5-2, 10 29 65 4182 2 6 7 —O Lid —o 0 8 —3 4 10 is_ belie 
: attain 4 
. . 54 411 4 26 8] 23 6 12 6 bu a br 5Ba 2 ee et ee ae eg —0 7 10 —0 811 -—3 0 2 ence an 
Indian 3 
. ‘ Bt 415 1 212 5| 8 5 4 1u4 06 we . 4982 07 42 212-9 4.9 9} 2 9 6 —0 0'6 —0 0 4 —110 3 been use 
; OSes. 
's 5 54 512 57 39 9 8 0 8 tia 0 a bia Ce he Ba 410. 3 214 5 +0 12 10 +0 8 6 —115 7 : 
‘ , 64 414 2) 810 8) 814) 250 ba fa & 8 6] 314 7) 444 1 aie 7 —0 5 4 —0 3 tt —2 2 2 
. ‘ 54 as ae os . 45 9} 211 6] 4-8 2 eis i 4 3 6| 210 2 a i —0 2 5 
. . 54 4 8 0 2 0 0 115 0 046 6 a ae 56 8 211 4 5 6 8 28 4 —1 6.8 —O 11 4 -—3 7 8 
. . 54 491 £0 0 3.2 3 212 6 te ren 5 610 4 6 9 411 6 42 0 -—0 7 9 —O 6 8 —-i114 7 
‘ . 54 47 1 242 6 2 7 & 1 810 ae oe 413 6 3.04 £ 8 8 218 5 ~0 6G 4 —0 311 —2 5 8 
. . 54 4 5 i 812 5 o o oe Pro 474 314 5 43 6 811 0 —6G 2 3 -—0 20 . 
. . 54 418 16 3 0 8 oe ae oi ae 5 Fil 8 611 5.2 0 3.3 ~=3 —0 10 1 —-0 6 3 os 
. . 54 4 9 1 213 7 . 6 re aa 5.3 66 3 3 19 414 6 300 «8 —0 10 41 —) 6 8 a 
. . 54 5 1 0 4 611 os as he o- 414 11 4 5 1 410 3 4 011 +0 2217 +0 110 a 
. . 54 44 6 312 0 oe os oe ‘are 4 971 40 8 465 2 812 6 —0 5:6 —0 4 8 oe 





Nore.—Samples } to 10 are cloths of exactly similar type from Japan or United Kingdom and the prices are the ¢.i.f, prices reported by the market dealers. 
Sample 11 is an English cloth costed also for an Indian Mi, : 
Samples 12 to 15 are Indian samples costed also on the United Kingdom basis or prices reported by the Bradforg Chamber. 
Sample 7 a comparable Italian Cashmere is added. 
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93. We have been much exercised over the problem of how to 
deal with this competition. Japanese prices in general do not 
; merely undercut the prices of competitors; 
Pipa eter of eed ©6they may be as much as 60 per cent. and 
cloths TS" more below them; and it is obvious that the 
aim is a wide market and quick returns rather: 
than maximum profit. The heavy specific duty imposed at the 
beginning of 1984 while it has proved too severe for most Conti- 
nental competitors, already hampered by exchange difficulties, 
as been insufficient to protect the Indian mills against the 
Japanese and has therefore left the latter free to obtain such. 
markets as they pleased. The Indian mills have proposed to cut 
the Gordian knot by imposing a quota system based on the average’ 
imports of the last five years, and they have been generally sup- 
ported by most of those witnesses who have favoured protection 
at all. ‘The difficulties in the administration of a quota system are 
considerable, and we should hesitate to recommend it until the- 
objections to the more usual method of tariffs have been thoroughly 
explored. On the bare figures of comparative prices, so far as we 
have been able to select comparable articles, the average duty 
required would be Rs. 2-2-6 perth. and Re. 1-6-2 per yard, the: 
incidence of which on the average c.i:f. prices is 83 per cent. per lb. 
and 80 per cent. per yard while the maximum on particular samples: 
rises as high as 180 per cent. Yet in view of the J. apanese policy 
hitherto followed of continually reducing prices we can by no- 
means be certain that even this impost will be sufficient to retain 
a fair share of the Indian market to the Indian industry against’ 
farther determined efforts. The Tables of comparative prices show 
how uncertain is the price: of Japanese worsted cloths. We are- 
quite unable to account for the cheapness of some of the tropical 
suitings when compared with others which on Indian or United’ 
Kingdom. costings should be approximately the same. We may 
quote in further illustration: the \price of 2/64s. count merino yarn 
which was last year being sold at a price below that of 2 /48s; the: 
normal increase in price of the finer count on the United Kingdom 
or Continental basis would be about 8 annas, and to-day the: 
Japanese c.i.f. price of 64s. is 2 annas more than that of 48s. But 
we believe that it would not be sound to base the general level 
of duties on a few specific instances which may well be due to: 
temporary causes. As we have said, an ad valorem duty of 
83 per cent. would serve to level up the prices of most of the other: 
fabrics quoted in Table XXVI on a pound basis. 


94. In regard to Table XXVIT there is, as we have said, some: 
doubt, except in regard to shawls and shawl cloth, whether the- 
can ._ Indian industry has yet reached the stage 
Possibility of using of effective competition, though we have no: 
Japanese cloth for daukt 3 ‘ f l hans 
various purposes, Oubt 1m view of samples submitted to us 
of the capacity of the Indian industry to 
produce similar articles. We have considered the possibility of 
classifying separately the chief Indian products but have found it 
impracticable. One of the difficulties which has confronted us in: 
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any attempts to differentiate between the various classes of worsted 
products is the possibility of using the Japanese cloth for various 
purposes. Thus one of the shirting cloths is exactly similar in 
weave to a shawl cloth, though lighter than the usual shawl cloth, 
and of narrower width. It is reported to be used also for the 
manufacture of rumals, a species of small shawl. It would there- 
fore be impracticable to separate shawl cloth by definition from 
other piecegoods. In determining the measure of protection re- 
quired we believe that the only safe comparison is of weight and 
width. But this basis gives Japan the advantage of their capacity 
to produce fabrics of lighter weight than the Indian mills can 
produce at present. A duty based on comparative prices per yard - 
‘length of the same width would be required to meet this advantage. 
But to this extent it may be said that in these articles the Indian 
industry is unable to produce a comparable quality, and we are 
not prepared therefore to take this factor into consideration in 
determining the protective duty required on these very light fabrics. 


95. The difference in prices of worsted goods quoted in the 
same market is so great that we have felt it necessary to examine 
any possible causes with great care. It is 

Duty necessary to necessary to repeat that the cost of the Indian 
rai worsted piece- 24 the United Kingdom samples is based 
, on the prices of ‘tops’ in the first half 
of 1934. These were the prices which determined the selling 
price of goods in the season of 1934-85. But since Japanese im- 
ports do not follow the seasonal markets we are unable to do more 
than guess at the price paid for wool by the Japanese manufac- 
turers. The quicker turnover of the Japanese trade is probably 
one reason for the constant variation in the bazar quotations. ‘Lhe 
level of prices of Australian wool was very low in 1931-32 and 
until July in 1933, when it began to rise very rapidly. In the 
spring of 1934 (the period which we have had to take for fixing 
the prices of raw material) prices were very high, and they then 
fell again until December 1934. In that month the price of 
Bradford 64s. tops was about 10 annas less than in the previous 
January. In the spring of 1935 there has been some hardening 
of prices. There is some evidence that Japan made very heavy 
purchases of wool in the winter of 1931-82 (before going off the 
gold standard) and heavier still in 1932-38 after the depreciation 
of the Yen but while wool prices were still very low. Since wool 
prices doubled between July and December 1983 it is possible 
that these purchases have given her in the past two years a great 
advantage over most of her competitors even after discounting the 
increased cost due to the fall of the Yen exchange. But this 
advantage cannot continue. The point we wish to emphasize in 
regard to Table XXVI of comparative prices is that while the 
Tndian and United Kingdom costs are based on average wool prices 
_of February—May 1934, Japanese costs may well be based on wool 
prices as much as 7 or 8 annas a lb. cheaper. We cannot be sure 
that Japan was compelled to buy any wool during the rise at the 
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end of 1933 and beginning of 1934. Since January 1935 Japanese 
yarn prices have risen slightly but steadily every month. When 
we collected our prices of piecegoods early in the year the quotations 
for new deliveries were in many instances less than the current 
prices. More recent information shows that in the last three 
‘months prices have risen by about 10 per cent. in common with 
other imports, in consequence of a rise in the price of wool. It 
seems safe to assume that the tendency to lower prices has at any 
rate been checked by the further rise 1n wool prices. These steep 
fluctuation in wool prices make the already difficult problem of 
comparative prices almost insoluble when one of the competing 
parties does not follow the customary seasonal markets. But it 
seems to us clear that the differences between Japanese and Indian 
prices given in the Table represent the maximum and are bound 
¢o diminish in future, unless Japan continues always to buy its wool 
cheap and Indian mills always to buy at the top of the market. 
We therefore propose to reduce the Indian costings (for purposes 
of comparison with Japanese) by taking an average of a year’s 
top prices instead of the highest price of the year. The result is 
shown in the following Table. The average duty per lb. required 
now becomes Re. 1-15-10 which is equivalent to an ad valorem duty 
of 77 per cent. on the average import'value. Subject to what we 
say hereafter we recommend that a general ad valorem duty be 
imposed on worsted piecegoods of 77 per cent. There seems to 
‘be no reason in the case of Japan to weight the incidence of a 
duty more heavily on the cheaper priced goods and consequently 
a specific duty is unsuitable. The specific duty of Re. 1-2 a lb. 
existing to-day has an incidence of 75 per cent, on the very lightest 
end cheapest Japanese fabrics referred to in Table X XVII. 
Consequently our proposals as we hinted in paragraph 94 leave 
conditions as they are in regard to these fabrics. The incidence of 
the specific duty on the average prices given in Table XXVT is 
43 per cent., and consequently our proposals raise the incidence very 
considerably, where we consider it to be wanted. 


Tanre XXVIII. 


Japanese Revised Indian Difference. 
Cloth No. ei. price costing —Less than Indian 
per Ib. per lb. cost. 

Rs, A, P. Rs. a. P. Rs. A. P. 
1 2.2 10 314 3 ~—1 1 5 
2 114 0 411 10 —2 13 10 
3 2 3 0 415 5 —212 5 
4 3.5 4 4 8 1 -1 29 
5 38.0 0 47 70 -1 7 7 
6 8 1 4 410 4 -1 9 0 
8 115 0 415 8 -3 0 8 
9 8 2 8 48 4 -1.6 1 
10 279 4 6 6 -1144 9 


Average . A whe —1 15 10 


| 
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96. For the reasons we have given in the section dealing with 
woollen ’ mixtures (paragraph 86) we think that while there is 
Ri idces tae made justitication for distinguishing between pure 

duty as pure T seetis: worsteds and mixtures, the same ad valorem 

duty can legitimately be applied to both. 
We recommend that the ad valorem duty on mixtures classed .as- 
worsteds be 77 per cent., subject to the alternative recommenda- 
tions which follow. 


97. The Indian fair selling price approximates to the c.i.f.- 
price of the United Kingdom samples that we have obtained, the: 
Present preferential a@Verage difference amounting only to about 
duty for United King- 8 per cent. of the average value of the 
dom goods to be re- samples. As in the case of woollens, we 
ne think that the present duty will be suffi- 
cient to protect the Indian industry against the superior finish of 
the United Kingdom goods and that no further protective duty 
is required against the United Kingdom. The evidence of Stores: 
Department contracts shows that with the 20 per cent. duty the 
Indian mills are completely protected. We therefore recommend. 
that the present preferential duty be retained. 


98. A duty of this magnitude which must of necessity apply to 
all competitors irrespective of their cost of production may seem a 
Pca aheaeoteation clumsy weapon for dealing with the 

y ; roblem, And it is this aspect of the case 
which has presumably prompted the industry to suggest the im- 
position of quotas. Whatever the remedy finally adopted, we 
think it must be recognised that the eyil we have to deal with is: 
essentially the instability of the world’s monetary system, which 
is continually creating adyantages to the export trade of one com- 
peting country which are disadvantages of another. In the hope 
that currency stabilization is not far off, any remedy intended to 
set a limit to Japanese competition should, we think, in the first 
instance be of short duration, In saying this we do not wish to 
minimize the extreme efficiency of the Japanese industry but to 
point out that the unfairness of the present position is due to the 
depreciation of her currency. And some further enquiry whick 
may cover fresh conditions raised by currency stabilization will 
certainly be necessary. We therefore recommend that the protec- 
tive duties that may be imposed on any section of the industry’ 
should be limited in the first instance to a period of three years,. 
unless it be thought convenient that all the textile industries should 
come under review at the same time, in which case the period may 
be extended to 31st March 1939. 


99. We have given much thought to the proposed quota system,. 
but feel ourselves prevented by our limited knowledge of other 
conditions and by the fact that we are deal-- 
ing with a single industry from making any 
definite recommendation. It may be 
possible for it to take the form of a special trade agreement with 


Quota system  dis- 
cussed, 
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the one country, or it may involve the larger scheme proposed by 
the Millowners, A statement will be found among the appendices 
(No. VII) which gives the effect of a quota based (a) on the average 
of the five years ending 1933-34 and (6) of the six years including 
1934-35. If we exclude the United Kingdom, the only countries 
which would be obliged to reduce their imports of 1933-34 are 
Italy and Japan. The inclusion of 1934-85 in the average would 
also benefit these two countries only. The introduction of such a 
quota system, if it be necessary to apply it to all countries and 
‘base it on average imports, would involve the ignoring of the 
distinction which we have drawn between woollen and worsted 
piecegoods owing to the fact that the trade returns do not dis- 
tinguish between the two. And since Italy would have a larger 
quota than her imports of 1933-34 and 1934-85 the quota by itself 
will not meet the difficulty of that competition. It should also 
be noted that experience in the cotton trade has shown the necessity 
‘of including fents and readymade garments in any quota that 
may be fixed. 


100. We have considered an alternative suggestion put forward 

‘by the Bengal Chamber of Commerce for an exchange compensatory 
duty against countries whose currency has 
depreciated, scaled in such a way as to 
ensure that the effective duty will be not 
less than that in force against other countries, whose currency is 

not depreciated. The suggestion is attractive and we have 

examined it as a means of dealing also with other forms of export 

‘stimulation, Of the exporting countries with which we are con- 
‘cerned, at present only Japan and Belgium have a depreciated 
‘currency. The Belgian depreciation of 28 per cent. is too recent 
for any effect to be traced yet in her exports to India. We have rea- 

son to believe that export prices are being controlled in accordance 

with the assurance given by the Belgian Prime Minister to the 
United Kingdom and France. Germany and Italy have a form of 

‘‘ exchange control ’’ which applies discriminating exchange rates 

in favour of certain exports and against certain imports in the 

‘interests of the exchange stability of the mark and the lira. We 
have received informal evidence that by manipulation of import 

prices substantial subsidies are being given to German exporters. 

Tt should be possible to obtain details of the procedure. Press 

reports assert that exchange restrictions are being applied in Italy 
against Indian cotton. Evidence is, however, unanimous that 

-Japan has a distinct advantage over others in exchange depreciation 
and that this advantage though it started in 1932 still continues. 

Apart from other considerations of manufacturing efficiency and 

exporting methods, the Japanese import figures that we have given 

support this assertion. The current rate of exchange has however 

‘been comparatively steady for so long a period (since January 
1932) that it is necessary to examine whether the advantage has 

not by this time been neutralised by a rise in Japanese internal 

prices. We have not conclusive evidence.on this point, but such 

“reports as are available indicate that while the Yen has depreciated 


Exchange compen- 
‘satory duty. 
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the cost of living and production in Japan has not risen but even 
gone down. oo 


101. In the Financial and Economic Annual of 1984 issued by 
the Japanese Department of eae ae . said with ie eh to the 
Geri export trade ‘‘that greater activity was. 
pcr tsnias herinbeatel Siented in 1933 due largely to the 
from depreciated ex- depreciation of the Yen Exchange, its 
ehauee: stability, and lower costa of production 
resulting from the progress made in the rationalisation of 
Industry ’’. It is probable that these conditions have continued 
in the year 1934. The same publication also gives the index 
numbers of wages in the Textile Industry from 1927 to 1933 which 
are reproduced below. No separate index numbers are given for 
the wages of wool spinners and weavers, but presumably the index 
numbers given for cotton spinners and weavers apply equally to 
the wool industry. 


TaBie X XIX. 


— 1927. 1928. | 1929. | 1930.| 1931. | 1932, | 1933. 














Textile Industry :— 


Silk-reeler (Female) . 95 95 100 89 79 72 73 
Cotton spinner (Female) . 107 105 108 98 83 73 69 
Silk-thrower (Female) ‘ 101 98 100 92 88 87 88 
Cotton-weaver (Machine)| 104 | 104 lor | 90 | 79 | 70 | 67 

(Female). 

Silk-weaver (Hand) (Female) |} 98 102 03 {sl | 73 | 72 | 76 
Hosiery-knitter (Male) E 101 100 101 99 94 90 88 
Hosiery-knitter (Female) .| 100 99 | 107 | 98 | 90 | 84 | 84 
Average . «Sw Ss | 10009 | 100-4 | 102-4 | 92-41 83-7] 78-3) 777 


\ 








It would appear that the index number of wages for spinning fell 
from 83 in 1931 to 69 in 1933. Similarly the index number of 
wages for weaving fell from 79 in 1931 to 67 in 1938. The average 
for the whole Textile industry fell from 83°7 in 1981 to 77°7 in 
1933. Thus instead of there being a rise in wages as might have 
been expected under depreciating exchange, there was actually to 
the end of 1938 a fall giving to the Japanese exporting industry 
great competitive advantage over its foreign rivals in other 
countries. We have no evidence to show that the scale of wages 
has risen since then to its former figure. This being so, we may 
estimate the advantage which Japan still derives from depreciated 
exchange in the Indian market.- Roughly speaking, the Yen 
exchange was Rs. 137 (= Y100) in 1931, before Japan went off the 


THE MEASURE OF PROTECTION REQUIRED. 75 


gold standard, against Rs. 78 to-day. This means that a Japanese 
article worth Rs. 78 to-day would be priced at Rs. 187 if there had 
been no exchange depreciation, z.e., Japanese prices ought to have 
been 75 per cent. higher on account of this factor. It is true that 
Japan laid in large stocks of wool and other raw materials just 
before it went off the gold standard, but this special consideration 
has disappeared and therefore part of this 75 per cent. advantage 
has been neutralised by the increased prices in Yen which Japan 
has to pay for Australian wool. 


102. We believe it to be safe to put the average material cost 
in the price of a finished woollen article at not less than 50 per 
cent. If the increase in Japanese costs due 
‘ nove be taken to to enhanced material cost be deducted, the 
saton duty net advantage of Japan on account of 
depreciated exchange is reduced from 75 to 
37} per cent. In estimating therefore the amount of duty which 
is required to equate our fair selling prices to the Japanese import 
prices, we may take this factor into consideration. This means 
that the total duty required against Japan should be reduced by 
37> per cent. in order to arrivesat the normal protective duty 
required against Japanese: imports. We therefore think it desir- 
able to split the duty of 77 per cent. which we have stated to be 
necessary on worsted imports into two parts, 40 per cent. being 
considered to be the general protection required against all countries 
(including Japan) and 37 per cent. required to compensate for 
the exchange advantage of Japan. We recommend that legislative 
powers should be taken by Government to levy an exchange com- 
pensation duty whenever such is found to be required over and above 
the normal protective duty, against all countries in which exchange 
depreciation exists at present.or may take place in the future. By 
normal protective duty we mean that tate of duty imposed for the 
protection of an Indian industry, ordinarily determined on a 
comparison of the fair selling prices of the Indian industry with 
the import prices of competing countries, when those prices are 
undisturbed by extraordinary exchange conditions and by export 
subsidies. No exchange compensation duty should be required to 
bring the total impost on the imported goods to a level higher than 
is necessary to cover the difference hetween import prices and the 
fair selling prices of the Indian industry. Such a duty may be 
required in the near future against other countries of the “ Gold 
Block’. should any of these countries be compelled to depart from 
the gold standard. 


103. No exchange compensation duty in addition to the duty 
proposed on woollens will be required at present against Japan, as 
Immediate apovlica. 20Y addition to the protective duty proposed 
tion of this duty not against all countries would exceed the level 
contemplated on ‘wool- necessary to protect against Janan. 
lens’. Germany and Italy at present use their 
exchange control for subsidising exports. We have no means of 
determining, as we have said above, the extent to which they 
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«lo so in the case of the wool industry. If subsequent examination 
reveals that they are doing so, the exchange compensation duty 
should be made applicable to them also, provided, as we have 
said, that the normal protective duty plus the exchange compensa- 
tion duty shall not exceed the difference which may exist between 
the Indian fair selling prices assumed by us and the import prices. 
At present Japan also has a Foreign Exchange Control under the 
law passed on May Ist, 1983, but though the powers assumed under 
it by the Ministry of Finance are extensive, we have reason to 
believe that it is being used for the prevention of the flight of 
Japanese capital rather than for any other purpose. Should it, 
however, be employed in the future for subsidising exports, we 
recommend that the authority to impose an exchange compensation 
‘duty should be used to meet the new situation. We believe this 
method to be the most satisfactory way of dealing with the problem 
that we have propounded in paragraph 100. But we have doubis 
of the legal interpretation of Articles 2 and 8 of the Indo-Japanese 
Convention of 1934, and the consequent effect of these articles on 
the proposals we are making. And we must consequently leave © 
the suggestion for more competent authority. 


104. Currency depreciation and exchange control are not the 
only methods by which exports may be encouraged. There is the 
Artificial stimulation system of bounties (though this appears to 
of exports, be little favoured by Governments to-day) 
against which Government have in the Tariff 
Act already authority to take action, and indirect subsidy by 
cartels. We recommend that opportunity should be taken to 
impose a compensating duty on any method of artificial stimulation 
of exports which may have the effect of unfair competition with 
the Indian Industry. 


CHAPTER VII. 


Worsted Yarns. 


105. The thorny problem of yarns requires separate treatment, 

thorny because while the Mills claim protection the life of the 
A oung hosiery industry and the prosperit, 

PEPE O: PORMON y a Cian ot the haailoaes diag suse 
depends on the supply of cheap worsted yarns. It is a question 
therefore of prime importance whether in the event of a protective 
duty being put on foreign yarn, or of a quota restricting imports, 
the Indian producers will be in a position to supply adequate 
quantities of a first class yarn at a low price. The figures of 
imports of worsted yarn and knitting wool (which is also generally 
a worsted product) are given in Chapter ITI. The figures speak 
for themselves. In knitting wool the United Kingdom and Japan 
now divide the import market: Germany and France have dis- 
appeared. Since 1932 with the help of preference the United 
Kingdom has increased its imports from 160 thousand to 227 thous- 
and pounds. In the same period Japanese imports have risen 
from 50 thousand to 1,350 thousand pounds. Indian mills have a 
considerable market for these wools but their production has been 
largely confined to low quality -wools of crossbred type and since 
the Japanese knitting wool is of high class merino and put on the 
market at prices well below the selling price of the Indian mills’ 
crossbred product, they have not been able to turn their production 
to finer qualities. 


106. In weaving yarn (which includes hosiery yarn) the 
supremacy of the United Kingdom was first challenged by Poland, 
Weasind SA who from 1980 to 1983 sent increasing 
ie aah quantities of crossbred as well as of fine 
merino yarn at low rates, which became extremely popular 
in Upper India and gave a great fillip to a section of the handloom 
industry. In 1932-33 France sent greatly increased quantities. 
Their place has now been taken by Japan, who since 1931-82 has 
increased her imports from ml to 1,350,000 lbs. These yarns are 
all of merino quality, and are now used by the hosiery and hand- 
looms of Upper India practically to the exclusion of all other mill 
spun yarns, except for products of the very highest quality of 
hosiery for which the United Kingdom yarns are preferred. We 
have been able to obtain nominal quotations only of the price of 
merino quality yarns from any other country. 


107. Coming to Indian production, there is one sittall worsted 
spinning mill in Bombay. Of the 4 Indian worsted spinning and 
as hg : weaving mills which are working to-day 
Indian production. s i pros) 
we believe that only one is equipped 

for the supply of yarn to the market, that is to say, in 
excess of its own requirements, when all weaving and knitting 
machines are working to full capacity. The others can provide 
surplus yarn by working double shift or by allowing weaving or 
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hosiery plant to remain idle. ‘The single shift capacity of the 
Indian mills is put by the joint representation at 8 million pounds 
of 2/20s. Our estimate is much lower, viz., 5,155,000 [based on 
33,696 spindles (including the closed mills) spinning 8 ozs. a day]. 
The output of the 2 mills, when working single shift, available for 
the market is about 550,000 Ibs. and another 300,000 Ibs. would be 
available if the Ambernath mill re-opened. A large proportion of 
the hosiery mills now use a count of 2/82s and the common count 
for handloom weaving purposes is 64s. The estimate therefore re- 
quires to be based on a count somewhat higher than 2/20s, and this 
will reduce the supply. Until recently the Indian production was 
mainly of crossbred types, which is unacceptable to the manufac- 
turers of the finer hosiery to which the soft merino yarn has now 
accustomed them and unsuitable for the finest handloom products. 
Not all the mills are equipped for the production of the finest merino 

arn. The imports of worsted yarn during 1934-35 amounted to 
1,638,000 lbs. We have no means of distinguishing within this 
figure woollen from worsted yarn, nor within worsteds, hosiery from 
weaving yarn*. From the United Kingdom in 1933 out of the 
combined imports of 684,000 Ibs. (weaving and knitting yarn) 
170,000 lbs. were woollen. We do not know the proportions of 
other countries. We have reason to suppose that imports of woollen 
yarns are small. And go far as we are able to judge from the 
estimates of consumption, the bulk of the worsted yarn imported 
is for hosiery (perhaps 70 per cent, or more). In the absence of 
any statistics of the counts imported from the various countries, 
no conclusions can safely be drawn from the reported average 
values as to competitive prices. We must rely for these on the 
market quotations. 


108. In the accompanying Table we give the c.if. prices of 
iraportéed yarn in some of the most popular hosiery, weaving and 
; knitting counts compared with the fair 

of imported sglling price of Indian yarns. The duty 
payable at present is 30 per cent. on hosiery 

and weaving yarns and knitting wool (United Kingdom 20 per 
sent.) and 35 per cent, on woollen yarn “ not otherwise specified ’’+ 
(United Kingdom 25 per cent.). The costings of Indian mills are 
based on existing conditions in the mill industry. We have reason. 
to suppose that manufacturing costs of smaller spinning mills might _ 
be considerably less. 


Prices 
yarn. 


* Hosiery yarn is less tightly twisted, in order to meet the demand for 
softness, It should be noted that the heading of the accounts of Sea Borne 
Trade is misleading in that the figures include imports of woollen yarn not 
worsted only» 


+ Norz.—Imports under this head are reported to be negligible. 
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109. We have obtained 2 sets of Japanese prices c.i.f., Bombay 
and c.i., Karachi. For a reason which we have not been able- 
: to discover the latter are throughout lower 
a bia a than the former. It is suggested that the 
Grice coiita. yarn going to Karachi which serves the 
Amritsar market is of lower quality than 
the other, but we have not been able to get evidence of this. The 
Polish prices relate to Bombay only, as it is said none is now 
coming into the Karachi market. In regard to British prices we 
have in merino qualities only a few nominal quotations: these 
have been supplemented by c.1.f. prices worked out on their known 
costs. The difference between the average Karachi—Bombay 
quotations for the current month and the future fair selling price 
of Indian weaving yarn of merino quality varies from As. 15 to 
Re. 1-10 per Ib., the reason for the increasing difference as the 
counts go finer being that the differential cost per count is far less 
in Japanese yarn than in Indian or United Kingdom or any Con- 
tinental yarn; that is to say, Japanese competition is severest in 
the higher counts. There would be no way of meeting this but 
by a duty increasing with the fineness of the count. The Table. 
shows that the Indian mills ean compete to-day almost on level 
terms with the United Kingdom: and:the only Continental prices 
that we have been able to obtain—-of Poland—are from 18 to 18 
per cent. below their fair selling price. In the absence of other 
competitive prices we cannot rely on this evidence of what would 
happen if Japan were not in the market, but the fact is that so 
far as we can ascertain to-day, Japan is virtually the only com- 
petitor in the finest counts. From, the fair selling price of the 
crossbred quality it will be seen that the Japanese price of merino 
quality is well below that of the Indian mills made from crossbred 
wools. 


110. We now come to the problem, of whether a duty on worsted 
yarn in the present circumstances of the industry is justifiable or 
not. In this matter the interests of the 
1 Position of the hand- fandloom and small scale factory indus- 
oom and small scale : : : 
factory industries: tries are divergent from those of the mill 
industry. We believe that in proposing 
protection to the mill industry based on the cost of production 
(including yarn cost) of their finished goods, and by leaving yarn 
subject only to revenue duty we shall be effecting a fair compro- 
mise, with a bias in favour of the small scale industry. The hand- 
loom shawl industry is better able to-day to meet foreign competi- 
tion than the mills, but its success is based upon the cheapness of 
yarn. To the extent to which our proposals to protect the mills 
enhance the protection against foreign shawls the handloom will 
benefit also: but we do not think that the further encouragement 
of the smaller industry is likely to hamper seriously the expansion 
of the mill production. 


111. We are proposing to protect the small scale hosiery indus- 
try on the basis of the present. day cost of its yarn. Increase in 
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the cost of yarn must mean a further compensatory protection at 
: the expense of the consumer. In order to 
hosiery bring up the price of Japanese yarn to the 
Indian manufacturing cost a duty ranging 
from 58 to 79 per cent. is required. Since the yarn cost in the 
price of the finished article amounts to about 50 per cent. or more, 
a further addition to the proposed protective duties of from 29 to 
39 per cent. would be needed. The hosiery industry has been 
built up on the cheapness of its product and we fear that the 
increase of price which must certainly follow duties on this scale, 
in spite of internal competition, is likely seriously to curtail 
demand. In fact there is no means of protecting at once 
the Hosiery industry and the spinning side of the mill industry 
except by greatly overprotecting hosiery. 


Small scale 
industry. 


112. We are well aware that a proposal to omit yarn from a 
scheme of protection to mills must at first sight appear anomalous. 
io ot re It is argued that the import of yarn at a 
Objection to omitting price lower than their manufacturing costs 
yarn from scheme of sare : 
protection examined, would be depriving them of the protection 
given bythe proposed duties on their 
finished goods, by encouraging the establishment of a weaving in- 
dustry based on the import of foreign yarn. It would be impos- 
sible, it is said, for the hosiery departments of the mills to compete 
in the same market as the small hosiery factories if the latter were 
able to use a yarn costing much less than the manufacturing costs 
of the mill, so that a mill equipped for spinning yarn for a hosiery 
pcperument would neither be able to use the yarn nor find a market 
or it. 


118, But anomalous conditions call for anomalous remedies. 
Although mills from time to-time find it convenient to dispose of 
surplus yarn, there exists no independent 
spinning industry in India. The industry 
. is organised for the supply of yarn to weav- 
ing departments of the same mill: and this factor is taken fully 
into consideration in determining the, protection required for the 
finished product. We have received « number of complaints from 
would-be buyers of the difficulty of obtaining yarn, when, and in 
the quantities, wanted. It seems likely that the effect of protec- 
tion of yarn would be to encourage the establishment of indepen- 
dent spinners, since the normal surplus supply of Indian yarn at 
present is quite inadequate to meet the demand. But we doubt 
if protection can be justified on this ground. Certainly if we 
decided to treat the spinning side of the Industry as a separate 
industry we should have to hold that the conditions required for a 
claim to protection are not satisfied. The answer to the conundrum 
given by the Mills themselves is that without protection of varn 
they may be driven to the use of imported yarn. If they do, they 
may be able to compete more successfully with the finer handloom 
products, and consequently also with imported worsted goods, for 
to the extent to which they use imported yarn, the protective 
‘duties which we have proposed will be excessive in respect of mill 


_No independent spin- 
ning industry in India. 
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production. But it must be doubted whether the use of foreign 
yarn (or rather Japanese yarn, for the Mills can compete with 
other yarns) can ever be possible on the scale apparently contem- 
plated. Not only would the demand be on a scale out of all pro- 
portion with the past and present, but it is not easily credible that 
the manufacturers of that country would be content to supply 
unlimited quantities of a semi-manufactured material intended to 
be used in competition with their own weaving industry. Should 
it be found that the fear is well-founded and that new weaving 
factories spring up to the danger of the established industry, the 
question may be reconsidered. At present our view is that the 
encouragement will be restricted to the handloom and small 
factories already in existence, and as we have said, we do not 
regard their expansion as a danger to the mill industry which will 
be sharing the same general protection to their finished goods, with 
a much wider range of output. We believe that the small scale ‘ 
hosiery industry will be able to hold its own, even if the mills 
take to the use of imported yarn. The market would appear to 
be too extensive for mill production to be able gravely to affect 
the small scale but more widely spread industry with its inherent 
advantages, 
114. The imports of knitting woolare somewhat greater than 
those of other yarns. It is used, evidently, for domestic knitting 
: on a, very considerable scale, and we have 
ae eee duty been informed that throughout the country 
a great many cottagers with one or two. 
machines sell the knitted product.) But except from yarn mer- 
chants we have been able to obtain no information about the in- 
dustry. The consumption of yarn is the chief evidence of its 
existence; and the bulk of the yarn is imported. We have come 
to the conclusion that the interests of the handloom and the hosiery 
industry require us to recommend that no protective duty should 
be imposed on any form of yarn! 


CHAPTER VIII. 


The Handloom and Small Factory Industry. 


115. We have already in the course of this report given some 
description of the handloom industry, its extent, the nature of its 
ern a rae products and its relationship with the mill 
Reese iugpiant ‘than industry. We have gathered our informa- 
mill industry. tion from reports of the Industries Depart- 
_ ments of the local Governments and of those 
States in which the industry is of importance. In the States of 
Kashmir and Mysore the industry is of greater relative importance 
than in most parts of British India excepting the Punjab and the 
United Provinces. We have referred to the excellent pamphlet 
prepared by the Mysore administration who have gathered for the 
purpose some extremely interesting information about the condi- 
tion of the industry and its methods of working and marketing, 
much of which is applicable to other parts of India. In this. 
Chapter we shall not attempt to do more than to record such statis- 
tics as we think are fairly reliable and to give our impressions of 
the general condition of the industry. If we have for convenience 
occasionally included this branch of the industry among ‘ subsi- 
diary industries ’? we would not have it thought that we intend 
thereby to detract from its importance. We have already given 
our opinion that it is by no means less important than the mill 
industry, and the interests of the bandloom weavers have been 
before us in all the recommendations we have hitherto made. 


116. There are signs that in most provinces the statistics of the 
woollen industry have had less attention devoted to them than those 
of the larger and more important cotton. 
industry. This is not unnatural but it has 

somewhat hampered us in the collection of material. We have to 
some extent supplemented the provineial reports by oral examina- 
tion of Directors of Industries and have utilized the figures 
‘supplied by some provinces by applying them to others in which 
we know the conditions are not dissimilar. In Statement I in 
Chapter IT we gave our estimates of the extent and output of the 
industry as a whole: in the following Tables we give similar 
firures province by province :— 


Tts extent and output. 
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117. Whereas in the cotton industry there are over 2,250,000 
looms, the total number of woollen looms probably does not greatly 
exceed 100,000. The estimate of labour 
employed in the woollen industry amounts 
to 360,000 and if the blanks in our estimates 
could be filled up might perhaps reach 400,000. There is probably 
a greater proportion of persons actually employed per loom in the 
woollen than in the cotton industry, for in the woollen industry 
the great bulk of the yarn used is handspun so that there is an 
average of about 3 or more spinners to every weaver. In the 
North of India the proportion of spinners is greater, for spinning 
is more widely diffused, and the counts spun are lighter. In the 
greater part of India the demand is seasonal and consequently the 
work can usually support a weaver and his family only for part 
of the year. In some provinces the weavers are a separate caste 
or profession and if they cannot obtain work for the whole year, 
it means that they are driven to find casual employment or remain 
idle. In some places woollen weaving is a part time occupation 
only and is combined with the pursuit of agriculture or sheep 
breeding. But on the whole we think that woollen weaving is 
more of a specialized occupation than is cotton weaving. The 
relative importance of the industry as compared with cotton in- 
creases as we approach tracts where the winters are cold, until we 
get to the hills where woollen wear can be used all the year round 
and the woollen industry becomes of greater importance than other 
textiles. And as we have already pointed out, the nature of the 
raw material follows more or less the same climatic lines. For 
the quality of wool improves directly with the provision of good 
grazing, the absence of which for a good part of the year in the 
hot plains saps the strength of the sheep and lays them open to 
the ravages of disease. 


Woollen and cotton 
Industries compared. 


118. This brief description,illustrates the essentially local 
character of the industry and shows how climate and grazing faci- 
— _, . lities combined account for the difference in 
ae a articles the types of product which are manufac- 
: tured. We have already described how the 
manufacture in the plains of the West, South and East is practi- 
cally confined to coarse blankets or rugs known as ‘ kamblis’ 
which may vary from the rough type made of unscoured wool which 
is equally serviceable as waterproof and blanket, to a superior kind © 
which is used as a warm covering both in the villages and small 
towns. In the North, that is to say, in the United Provinces, the 
Punjab and Kashmir, as well as in parts of Mysore, we find other 
types of product. We have tweeds of various qualities, the rough 
puttoo cloth of the hills, all of which can be classed as woollens, 
and shawls, chadars and saris made of finer material, much of 
which is of worsted quality. Most of the tweeds are made of hand- 
spun yarn of loca] wools, but in the North we find a recent tendency 
to the use of mill spun yarns which give a more regular structure 
to the cloth and which, owing to a more careful selection of the 
blend of wool, can be given a superior finish. This yarn is mostly 
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supplied by those woollen mills which cater chiefly for the carpet 
industry, and recently some spinning plant has been set up by co- 
operative societies in the United Provinces. Some of this yarn is 
also being used in the preparation of a better type of kambli. In 
what we have called the worsted qualities the yarn is still to some 
extent handspun from the best hill wools. This is particularly 
true of Kashmir where fing handspun yarn is a speciality. In 
Kashmir only can it be said that there is a real market for yarn. 
Plsewhere woollen yarns are sold in the market to some extent. 
Indeed it has been said that the price the mills can obtain for 
their woollen yarn is to some extent determined by the price of the 
handspun yarn. But we think it is eenerally true to say that 
handspun yarn is for the most part made by the weavers’ own 
family for their own consumption. The handspun yarn (except in 
Kashmir) is of coarse counts only, ranging trom 3 to 6 skeins. 
The prices we have been given do not relate to the counts and cover 
such wide variations that no useful deduction can be drawn from 
them. The pashmina yarn of Kashmir is in the nature of a 
worsted yarn and is spun to very fine counts, as high as 108s 
(worsted counts) having been recorded. The following average 
prices from Kashmir indicate that yarn prices have fallen less 
than the general level and that the depression in this industry 
must be due rather to diminution of demand. 


Taste XX NIT. 


1928, | 1929, | 1930. | 1981. | 1932. | 1933. } 1934. 














$$ $$ 





Rs. a. |Re. 4. /Rs. a. |Rs. a. /Rs. a. [Rs. a. Ra. a. 


‘Twisted yarn for warp 112/212/112/110;1 8/1 6/1 6 
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119, The carding of wool in India is carried out by 
means of a bow which in Northern India has been developed 
Pee into a more efficient instrument known 
aes as the pinjan or dhanuk. Spinning is 

done both by the takli, which can be carried about by the 
shepherds, or by the charkha, a spinning wheel usually operated 
by the women of the family. We shall make no attempt to 
estimate the number of these instruments. Looms are of various 
kinds, the portable loom of the nomadic hill tribes, the common 
‘pit loom used for making blankets throughout India, and the more 
efficient machine which has developed from this, for the spinning 
of fine shawls and chadars in the North, In the small factories 
of the Punjab and the United Provinces an improved fly shuttle 
loom is in common use. Our estimates of the number of looms are 
based on information supplied by the Directors of Industries. We 
‘believe it is more accurate in the case of the Punjab ‘and the 
United Provinces where the industry is more developed than in 
other parts of India. No greater accuracy than this can be claimed 
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for the total number of employees. The census figures unfortu- 
uately do not help us. The estimates of the district inspectors are 
based to some extent on a special sample census taken in typical 
districts, but for the rest, except in Mysore and Kashmir, they are 
derived from the figures of looms and the known number of em- 
ployees vequired for the preliminary processes of carding and 
spinnipg. Table No. I (paragraph 19) shows how the total num- 
ber of workers is distributed. 
120. The term ‘‘ cottage industry ’’ is commonly applied to the 
handloom industry as a whole. It seems desirable to explain the 
— organisation of the industry in greater 
Pere of the detail. A true cottage industry implies 
. production by a worker working in his own 
cottage with the help of his family, with his own appliances and 
with sufficient capital or credit to buy his own raw material, sell 
‘his output and generally to undertake the risks of his own business. 
Under the pressure of the economic conditions of to-day this form 
of cottage industry is tending to become less common except per- 
‘haps in the Kulu and Kumaon Valleys of the North and similar 
cvareas of Kashmir where almost every family of the hill trikes, 
whether settled or still nomadic, possesses its own looms, spins its 
own yarn and probably grows its own.wool. Elsewhere throughout 
India there is an increasing tendency for the weaver to be financed 
from the beginning to the end in all his operations by the local 
hania or mahajan, though the degree of independence of the weaver 
naturally varies greatly. In mauy places the functions of 
‘supplying capital and raw material, marketing of the finished pro- 
duct, in fact the general risks of the undertaking, have passed into 
‘the hands of these middlemen, and here the status of the cottage 
worker has been reduced from independence to that of a wage 
‘earner, though working in his own cottage and ‘perhaps still 
owning his appliances. In the more developed areas of the Punjab 
‘and the United Provinces this development has been carried yet 
further and the industry is very largely in the hands of small 
capitalists (who are sometimes themselves successful weavers) who 
‘have either organised the industry into small scale factories or, 
as is still common, for example in the carpet industry, leave their 
-employees to continue working in their own cottages. In Kashrair 
a successful organization of this type is that of the All-India 
Spinners’ Association, which working in collaboration with the 
State Industries Department, both advises in the production and 
assists in marketing of handwoven goods in a number of towns in 
‘India, Small factories of this type seem to have existed in the 
Punjab and in the United Provinces for a long period. We find 
that in the early years of the present century the number of 
‘hands employed in such factories was said to be as many as 6,000. 
Tn those days they were chiefly using a yarn known as raffle yarn 
imported from Germany. We have heen given to understand that 
power looms are more economical to work than handlooms even 
with the improvements which have been made in fly shuttle looms. 
We have found in the small scale factories in the Punjab an 
‘increasing tendency to replace hand labour by power. The 


G 
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tendency is kept in check partly by the amount of capital available 
to the owners and, at any rate in some instances, a reason is that 
the retention of the handlooms enables them to give greater em- 
ployment to hereditary weavers. These small scale factories. 
believe that in certain respects, notably in the saving of overhead 
charges, they have an advantage over the large scale mill industry. 
Their optimism is partly due undoubtedly to the cheap supplies. 
of yarn which they are able to obtain at present, and their situa- 
tion enables them to study the changes of fashion and taste in a 
manner which is not possible to the mass production of the mills. 
More attention is being paid to finish. There are two establish- 
ments in Amritsar engaged solely in this operation which either 
do the finishing for the manufacturers on payment or buy the 
unfinished material for finishing and sale at their own risk. This 
seems to us to be a movement in the right direction. Most of 
the looms can be and are generally used in the off-season for weav- 
ing silk, or artificial silk and woollen mixtures. 


121. The marketing of the finished products of these factories 

is generally conducted on the same lines as that of mills, that is. 

Marketing to say, through travelling or fixed commis- 

; sion_agents.. A large portion of the total 

output thus finds its way to ‘central: markets such as Amritsar, 

Bombay: and Calcutta, and some may be found in all towns where 
swadeshi stores exist. 


122. It is difficult to make any estimate of the amount of 
imported yarn used for weaving. We have explained that the 
Customs records do not distinguish between 
‘weaying and hosiery yarns. Of the 9 lakhs 
pounds imported in 1933-34 and the 16 lakhs imported in 1934-35 
probably as much as 70 per cent. or more, as we have explained 
‘in the Section on Yarns, goes to the hosiery industry, This leaves 
about 8 lakhs pounds to 43 lakhs pounds for the weavers. These 
figures fit in roughly with the figures of output which we have 
given, which must relate rather to 1933-34 than to 1934-35, and it 
seems possible that in the latter year the proportion going to. 
hosiery is even higher. Some of the imported yarn goes into the 
manufacture of the superior quality of carpets, but the quantity 
is not very great. We have explained elsewhere that the yarns 
used to-day are almost entirely Japanese: Polish and French yarns 
which came in considerable quantities a few years ago have almost 
disappeared. Indian mills have a fair market in crossbred quali- 
ties but their sales of merino yarn are now very small. 


Use of imported yarn. 


123. The unorganised cottage industry produces primarily for 
the simple needs of the rural classes. The production of higher 
1% hg class goods which may be classed as woollens 
Reais ica eigens is to some extent a recent development. 
ees feb. e The tweeds and puttoos made of handspun 
yarn have a market of their own, but are 

meeting with increasing competition, as we have said, from the 
shoddy fabrics of Ttaly and Poland. But some of them, particu- 
larly those being made from the millspun woollen yarn, are of 
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very good quality requiring only a better finish to compete with 
similar mill made products. There has always, however, been 
from medieval times an important demand from the upper Indian 
classes for high class goods of what we have called the worsted type 
such as shawls, ‘alwans’ and other pashmina fabrics. This 
demand has, however, declined with changes in taste and the com- 
petition of machine made articles, although a certain demand for 
the old fashioned Indian made fabrics of homespun yarn still 
persists. The introduction of a fine merino yarn at a cheap price 
is Dow reviving this branch of the industry. The counts commonly 
used are as high as 64s and even higher. The recent increases in 
the Customs tariff are also reported to have helped them in market- 
ing their products at a fair price. With these advantages, it 
would appear that the inherited capacity of the North Indian and 
Kashmir weaver will enable the industry to survive. The most 
severe effects of the competition both of foreign imports and of 
Indian mills are to be found in the woollen side of the industry, 
namely, in blankets and tweeds. We have already dealt at some 
length with this aspect of the problem in our Chapter IV and it 
is not necessary to say anything more in regard to blankets. In 
regard to the tweeds and other woollen cloths we believe that the 
action that we have proposed in regard to imports of coarse shoddy 
materials of Italy and Poland will be of material assistance to the 
handloom industry. The competition with the Indian mills in 
this class of goods will, we think, always continue. In this line 
of production the handloom has no particular advantages except 
in the sentimental demand for handspun and hand woven materials, 
a purely local demand based on local tastes. We think that the 
hope of the industry must lie in the help which can be given by 
the Industries departments of local Governments and by such 
organization as the All-India Spinners Association and by the 
gradual improvement in the quality of Indian wools. Technical 
advice and assistance in marketingyarrangements are doing much 
to foster the sister cotton industry, and we believe that similar 
advice and assistance, particularly in the finishing of woollen 
goods, and help both in keeping weavers in touch with the demands 
of the market and in disposing of their manufactures without the 
intervention of the grasping middleman, should be equally effec- 
tive in this industry. 

124. We give in the following Tables a selection of prices which 
have been obtained from various parts of India for typical woollen 
products over the course of the last few 
years :— 


TaBLE XXXIV.— Kashmir. 


Prices. 





_ 1928. 1929, 1980. 1931, 1932, 





1933, | 1934, 





Rs. A. P. | Re. A. PB. | Rs, 4, BP.) Rs. 4. P| Rg, A. BL) Rs. A. P| Rs. A. P, 
Cost ptice - }100 O 0/200 0 0] 95 0 Oj} 8 0 O| 60 0 0165 0 01% 0 0 
Sale price. . (100 0 0] 9 O 0} 90 0 0) 80 60 0; 7% 6 0] 7 0 01% 0 0 
TE EO Ne 
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Taare XX XIV.—Kashmir. 





= 7 1928. | 1929. 1930, 1931, 1932, 1933, 1934, 








PASHMINA CLOTH 
SHAWL. 





(i) Coutiny. | 
‘Cost price peryd, . 4 8 0 4 5 0 4 8 0 
Sale price per yd, - 6 0 @ 5 0 0 
fii) Alwan superior. 
‘Cost price per yd. . 611 06 611 6 
Sale price per yd. . 7 1 8 7 i 0 
i 


WOOLLENS 
CEWEEDS), 





“4 
c 
a 
Tr 
o 


Cost price. F 1 


Sale price. . 116 06 1i6 07 Li @ 138 6 2 2. 8 015 0 015 0 


SOPORF PUTTOO. 


Cost price. : vu 9 0 vo 8 0 ao @ 0 6 06 9 6 0 oO £ 6 04 6 








‘Sale price. f Olo 6 010 6 











TabLe XXXV. Mysore. 


Average annual price of ‘ kamblis’ since 1918-19. 
i Nidugal | Tenagal | Bandey Bandey Cireult Average 

























kam bli, kambH,) | kambli, kambli, kambili, price 

Yeaty 114” « 54”, | 1027 « 467)] 96” “, | 80” x42”, 72" x 36", per 

aweight weight weight weight weight lb, of 

| 120 tolas. 108 tolas. | 9G tolas. | 75 tolas, | 65 tolas, | kambli. 
As. AS. As. As. As. Ra, A. Py 
1918-19 ‘ 7 7 . f2 10 32 28 24 015 4 
1919-20 F . : : dd 36 32 28 24 O14 4 
1920-21 : . . . 47 40 36 32 28 1 0 0 
1921-22 . . : . 40 28 30 238 22 012 11 
1922-23 ‘ ‘ ‘i . | 46 $4 32 28 24 ou 4 
1923-24 . é . . 45 t 32 30 26 22 O01 4 

1924-25 . . . = 44 32 30 26 22 0 138 

1925-26 . . > . 40 36 32 28 24 ou 9 
1926-27 F . . 36 30 28 24 18 0 11 il 
1927-28 . . + . 40 28 26 22 16 O11 6 
1928-29 “ a . . 36 28 26 22 16 Q1i1 2 
1929-30 ‘ x ‘ji . 36 28 24 20 16 6 10 10 
1930-31 : . r ‘ 34 26 22 18 wu 0 911 
1082-32 7 . . a] 28 22 18 14 18 Oo 84 
1932-83 d * P | 28 22 i 14 18 08 4 
1983-34 * ‘ . . 28 22 18 14 18 08 4 
1034-35 (present prices) . 26 21 W 15 13 - 6 8 UO 
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Bombay also has given us a statement for 3 typical kamblis of 
white, black, and mixed wools which show a fall in prices from 
Rs. 2-8, Rs. 2 and Re. 1-8, respectively, in 1928 to Re. 1-4, Re. 1-4 
and Re. 1-2 in 1934. The weights in the latier year have been 
reduced by 4 to } Ib. in order to retain a profit of from 4 annas to 
3 annas a kambh. ; 

125. Our information about the cost of production is meagre 
and from the nature of things somewhat theoretical when families 
who are not paid cash wages are engaged 
in joint production, and we think that little 
reliance can be placed on any comparison of cost and selling 
price. The industry varies greatly in its conditions. There 
is evidence in abundance that prices have fallen but the 
serieg of prices which have been given us do not show that 
prices have fallen in any greater proportion than the price of raw 
material or than the general price level, except in the lowest ‘class 
of goods. We have little information about the level of wages 
as compared with past years. And we think no valid conclusions 
can be drawn from such figures as have been given to us. For 
where the whole family is engaged in the same production wages 
can only be nominally estimated. In the unorganized industry 
profits are equivalent to wages in the organized section and it is 
clear that though prices may not have fallen disproportionately, 
profits vary with the volume of output. In Kashmir it is reported 
that the fall in the wages of Pashmina weavers and spinners is 
much greater than that in the general level of prices. In the 
carpet and ‘ gabba’ making industries in which foreign competi- 
tion is less noticeable, there has been a greater resistance to the 
dochine, 


Cost of production. 


Tapne XXXVI. 


| 
—_ | 1928, 1929, 1930. 1931. 1982, | 1933, 1934, 









































Rs. A. P. | Rs. A. P. | Rs. A.B. | Rs. «A. PL | Rs. a. BP. | Rs, A, Pp, | Rs, ALP 
Carpet 3 »-{ 612 0; 012 6] 012 Of 0 8 Of] O 8 O]| 0 8 0} O Bao 
Gabba ‘ . @ 8 0 @ 8 3 68 @ Oo 5 6 05 0 G6 5 0 06 6 
Pashmina weavers. 1 40 I1o0¢e 16 0} 012 O}] 6 8 6 06 0; 0 69 
Pashmina spinners 0 5 9 0 2 6 0 2 6 020 O01 6 01 6 0 1 3 


See aS, 
The Mysore Department of Industries estimates the average wage 
or profit to be made on a blanket loom to be not more than Rs. 7-8 
« month which is less than Rs. 10, their estimate of the minimum 
cost of living. On the other hand Hyderabad puts the monthly 
profit per loom at Rs. 10, 
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126. In the following Table for convenience of reference index 

numbers showing the fall in general prices 

Fall in general prices, have been worked out taking 1920-21 as the 
: basic year :— 


Tasty XXXVIII.—/ndex numbers of prices. 























Raw Woollen 
wool piece- 

Year, exported goods Year, articles articles bumbers 
from imported (28). (11). for all 


India. into India. articles. 


a pn ee a 


General 
Exported | Imported index 





1920-21 . . ’ ‘ 100 100 1920 100 100 100 
1921-22 . . é 80 95 1921 85 81 84 
1922-23 ‘ : m : 84 69 1922 87 71 82 
1923-24 . - : e §8 55 1923 80 69 16 
1924-25 - 7 . : 98 52 1924 79 q7 7 
1925-26 . . + 88 47 1925 83 75 80 
1926-27 a é ea. &8 48 1926 80 eo V7 
1927-28 : . . ‘ 87 40 1927 74 66 ] 
1928-29 : 4 2 ‘ 82 43 1928 75 61 

1929-30 - : . = 88 45 1929 77 66 

1930-31 . . . . 83 36 1930 63 56 

1931-32 : . . 7 69 29 1931 44 48 
1932-33 . . + . 39 26 1932 42 49 

1933-54 . . ? . 35 27 


1934-35 


127. The most powerful evidence of the condition of the industry 
is to be found in the fall in the volume of production. All local 
Saat Governments are most emphatic about the 
_ Fall in the volume of effect of foreign competition on the output 


produenon, of the industry, and though we have no 


comparative figures of former years, the evidence is confirmed by 
the great increase in the imports of those woollen goods which 
compete with those of the handloom industry. This general 
conclusion is supported by an excessive fall in the price of South 
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Indian wool owing to the lack of local demand, the average price 
having fallen from 3°35 annas in 1928 to 1°67 annas in 1934, 
Bombay reports that not more than 3 annas profit can be made 
on the lowest quality of kambli and there is evidence that the 
Bombay weaver has been attempting to meet the low price by a 
reduction in the normal weight of the kambli. The effect of this 
depression in the woollen industry on the general economic condi- 
tion of the people varies of course with the relative importance of 
the industry in any given area. ‘The effect is therefore severest in 
Kashmir and the hill tracts of the Punjab and the United Provinces. 
and in parts of Mysore. 


128. The Carpet industry of India has not applied for protection 
and we shall therefore confine our remarks to a short description 
of its extent and the nature of its output. 
Carpet making has been an Indian industry 
from time immemorial. Indian wool, though most of it is un- 
suitable for other woollen fabries, is peculiarly suited to carpet 
manufacture and most of the wool exported is, we believe, utilised 
for this purpose. In the south of India the industry is chiefly 
devoted to the manufacture ofthe floor covering known as the 
‘drugget ’ for which the local inferior wools are most suited. 
Pile carpets are also manufactured to some extent even in these 
areas. The manufacture of pile carpets however is chiefly carried 
on in the United Provinces, Kashmir and parts of the Punjab. 
The industry is most highly developed for the production of 
cheaper qualities in the United Provinces. Carpets of the very 
highest quality for which a superior wool is required are manu- 
factured in Amritsar and in other tewns of the Punjab and the 
United Provinces and in Kashmir. These are generally of Persian 
design and may fetch prices.as high as Rs. 80 or more per square 
yard. Before the financial erisis in America that country was the 
chief market for these high clasy.carpets. That market is only 
now beginning to recover its demand. It has been replaced to some 
extent by Great Britain and the continent, but the output is said 
to be not much more than half of what it was. The competition 
of Persian carpets is said to be affecting the demand both in 
America and European markets owing to the fall of the Persian 
exchange. There is also some competition ‘from Persia in the 
Indian market, but the bulk of the Indian production goes abroad 
where the cheap Mirzapur carpets which are more suited to the 
new purchasing power of the American and European public, find 
a ready sale. The Ottawa Agreement has been of great benefit to 
this industry, exports to the United Kingdom which were under 
4 million pounds (valued at Rs. 40°62 lakhs) in 1931-82 having 
risen to over 7 million pounds (valued at Rs. 68°96 lakhs) in 
1934-35. Some estimates of the numbers of factories and looms 
and the total output are given in Tables XX XI and XXXTI in this 
Chapter. The output of the larger factories is not included in 
these statements, but even so the large volume of exports, which 
exeeeded 10 million pounds in the last vear, leads us to suppose that 


“The carpet industry. 
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the number of carpet looms in cottages throughout the country has 
been greatly under-estimated. 


Tapre XX X1IX.—Statement showing the export of carpets and rugs. 
from 1925-26. 


Quantity Value Average value 

Year, Ibs. Rs. Per lb, 
(Thousands). (Thousands). Rs. 
1925-26. 7 . . 3,875°6 77-97 2-01 
~ 1926-27. . . 3,845:°8 71-59 1:86 
1927-28. ‘ : . 5,129-2 91-84 1°78 
1928-29. : F : 5,164:9 94-22 1°82 
1929-380. : p $ 4,635°7 85-02 1:83 
1930-31. : - 7 4,231-5 67-04 158 
1931-32. : : : 4,766'8 56-72 1:19 
1932-33. : 2 . 5,963-3 63-50 1:06 
1993-394... ABO 72-67 86 
1934-385 ‘ >in £0,003-4 89-81 89 


It will be seen that the average value of the exports has declined 
somewhat in the last few years, indicating expansion in the cheaper 
varieties, and also, in the opinion of the United Provinces Industries. 
Department, some overproduction. 


CHAPTER IX. 
The Hosiery Industry. 


129. The manufacture of hosiery in small scale factories extends 
over the whole of Northern India starting from Bombay and 
Biresaik-nesitie Ahmedabad in the West and finishing at 
eich, Calcutta in the East. It dates its commence- 
ment from the early years of the century, but until the year 1928 
manufacture was largely confined (with some exceptions during 
the war) to cotton and artificial silk. The industry in its present 
form may be said to date from the year 1928 when the industry 
turned its attention more seriously to the manufacture of woollen 
hosiery. The reasons for this somewhat sudden change in the raw 
material are not very clear. It seems probable that the swadeshi 
movement with its agitation against the use of artificial silk gave 
its first impetus to the change over to wool and cheap yarn fostered 
the change in fashion. Whatever the reason, it was found that 
profits in woollen manufacture were considerably greater than in 
other materials. Not only did cotton hosiery factories turn to the 
manufacture of woolleng, but (particularly in the Punjab) new 
factories were opened, and the industry spread very rapidly with 
the discovery of a cheap raw material of fine quality in the Japanese 
yarns which first began to come in“large quantities in 1932-38. 
In the beginning yarns were obtained from the Indian mills as 
well as from imported sources and were largely of a quality known 
in the trade as R. D., i.c., medium quality made of crossbred wool. 
The advent of Japanese yarns which were all of fine merino, almost 
extinguished the demand for lower qualities of hosiery yarns, and 
the cheapnesg of the Japanese yarn made it impossible for the 
Indian mills to compete in merino qualities. To-day we believe it 
is practically true to say that Indian yarns are used by hosiery 
manufacturers only in Bombay and Ahmedabad, and only the mills 
in Bombay are supplying any yarn at all. The use of a fine 
merino yarn completely changed the quality of the goods being 
manufactured and greatly increased the popularity of woollen 
hosiery. We doubt whether it will now be possible for the industry 
to revert to the lower qualities of a few years ago. 


130. The import statistics given in Table XVII show that there 
was a steady rise in the popularity of woollen hosiery for a number 
1 of years before its manufacture began in 
TADORIS: India. The trade was chiefly in the hands 

of the United Kingdom and was of a superior quality, the average 
values ranging round 4 shillings to 4 shillings 6 pence'a pound. It 
is curious to note that the great fall in imports due to the depression 
of 1929 is coincident with the expansion of the Indian industry 
which however catered for a much cheaper market, and until the 
advent of the cheap merino yarns was producing an article much 
inferior in quality. In 1932-33 Japan also began to compete in 
the hosiery market sending 150.000 Ths. in that year at an average 
price of Re. 1:3 and in 1938-34 175,000 Ibs. averaging in price 
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of Rs. 2:4, prices which indicate increasing quantities of the more 
expensive articles such as pullovers. Competition from countries 
other than the United Kingdom disappeared for reasons which we 
have already explained. It will be noted that the total imports 
were until the year 1934-35 still less than the maximum of 1928 
and this certainly is an indication of the progress of the Indian 
industry. For there is general agreement that the demand for 
woollen hosiery has continued to increase. In 1934-35 the figures 
rose from 281 thousand to 409 thousand pounds, owing to a further 
rise in imports from Japan. 


131. It is difficult to give any precise statistics of the size of 
the industry to-day for the reason that it is essentially an off-shoot 
of the manufacture of cotton hosiery. The 
industry is probably not engaged in the 
manufacture of woollen goods for more than four or five months 
in the year, and since the demand for woollen hosiery is seasonal, 
this factor is likely to remain permanent. But since most of the 
machines can be used alternatively for cotton and woollen hosiery, 
it is not a factor which is likely to prove a handicap to the industry 
as a whole. We attempt in the accompanying statement to give 
an estimate of the number of.factories engaged in the manufacture 
of woollen hosiery. The estimate is necessarily incomplete because 
although the larger factories have generally organised themselves 
into associations, there is a considerable number of so-called small 
factories containing from 5 to 10 machines, and even a larger 
number of cottages with a machine or two, scattered throughout 
the country chiefly in the Punjab and Bengal. The close associa- 
tion of the cotton and woollen sides of the hosiery industry also 
makes it useless to attempt any estimate of the numbers engaged 
in the woollen section, and we think the figures supplied to us 
are likely to be misleading. Very few factories possess machines 
suitable for woollens only, and though numbers of machines are 
said to be closed down in the off-season (particularly in those 
factories which have not in the past been devoted to cotton) we 
have no means of determining how many workmen are on part time 
and how many in full time employment. 


Extent. 


Tape X1..—Hosiery factories employed in the manufacture of 
woollen hosiery. 


Provined Factories. 
- : Power. Non-power, 
Punjab . : ‘ F ‘ Pi : 42 182 
United Provinces F . : i : 6 83 
North-West Frontier Provin 2 3 
Delhi. . ‘ . . 7 3 
Central Provinces 0 1 
Bihar and Orissa on: ae 
Bengal Association 10 90 
Bombay 6 0 
Kashmir 0 2 
Total 73 264 
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' 132. In regard to output few of the Associations and not all 
of the factories that have given direct evidence have been able to 
pee give us correct statistics and we have no 

2. evidence at all of the output of the small 
unattached factories. The imports of yarn would give a fairly 
accurate means of estimating if the imports of hosiery yarn were. 
distinguished from those of yarn for weaving. Unfortunately 
they are not. The reported figures of yarn consumption amount 
to some 121 lakhs of pounds. The imports of worsted yarn in 

1934-35 were over 16 lakha of pounds (nearly double that of the 
preceding year) and it seems likely that the larger part of these 
is for hosiery. If we add the comparatively small quantities of 
yarn supplied by the Indian mills it would appear that the estimate 
of consumption of yarn is not far from the mark, This would 
mean an output of some 10 lakhs pounds of finished woollen goods: 
But this takes no account of the fact that the woollen hosiery 
trade to-day is predominantly a trade of mixed wool and other 
materials: we have no means of estimating the extent to which 
mixtures predominate in Indian production. In the only factory 
that has given us figures, of the total production of 18,400 Ibs. 
15,400 lbs. were mixtures, This is probably an unusually high 

proportion. Certainly the total output greatly outweighs the 
imports and we believe that the industry is as a whole still in the 
happy position of being able to make considerable profits, though 
these are naturally less than they were owing to the spread of 

internal competition and the pressure of increasing Japanese im- 
ports at a low price. The output of the small unattached factories ~ 
is mostly confined to socks and stockings with some caps and 
mufilers. The larger concerns turn out pullovers, slipovers, coats. 
‘and similar articles, and it is in these products that the competi- 
tion of Japan is chiefly felt. The estimates we have given do not 
include the hosiery departments of the Indian Woollen Mills of 
Bombay and of the Mills of the Cawnpore Company. 


133. The items of the Tariff Schedule applicable to woollen 
hosiery are Nos. 51 (1) and 52. Under item 51 (1) all hosiery and 
Bre Be ha goats knitted apparel containing not less than 
duty. F 15 per cent. wool by weight pays a duty of 
35 per cent. ad valorem or Re. 1-2 a |b. 
whichever is higher. Goods from the United Kingdom pay a 
preferential duty of 25 per cent. ad valorem. Imports from 
countries other than Japan and the United Kingdom had already 
virtually disappeared before the imposition of this specific duty. 
As we have already pointed out earlier in the report, the specific 
duty does not touch the articles in which the competition from 
Japan is specially felt, namely pullovers and slipovers, but fully 
protects the cheaper products such as socks and stockings. In 
subsequent paragraphs we shall attempt a comparison with the 
fair selling prices of Indian manufactures. 


134. It will be seen that the tariff item makes no distinction 
between pure wool and mixtures and since the most effective 
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competition is alleged to come from mixtures we think this is proper. 
But one of the chief complaints against 
the Japanese competition refers not to 
woollen or mixed imports but to cotton hosiery. If the 
woollen side of the industry is to pay its way, it is essential that 
during the off-season it should be able to turn its attention to the 
manufacture of hosiery from cotton and other staple fibres and 
it is represented that articles of cotton such as fleecy backed vests, 
coats and pullovers made from jacquered fabrics which are coming 
in increasing quantities from Japan are not included in the pro- 
tected list of cotton hosiery. The relevant items in the Tariff 
Schedule are .Nos. 51 (2) and (3) and 52. The complaint 
arises from the fact that while cotton undervests and cotton knitted 
fabric are protected, “ apparel and hosiery not otherwise specified ”’ 
“pay only a revenue duty. We are given to understand that dith- 
culty has arisen in the interpretation of ‘ undervests’, different 
Custom Houses applying different interpretations. As a result 
Japanese vests which can really be used indifferently as underwear 
or outer wear have been admitted as ‘ apparel’ paying only 
revenue duty. A further complaint of the same type is that knitted 
fabric is being imported in-the shape-of ‘ apparel’, e.g., mufflers, 
and being converted into children’s underclothing, which should 
have paid the protective duty. The intention of the Tariff Board’s 
recommendation as given in paragraph 187 of the Cotton Textile 
Report was to ‘“‘ impose a protective duty not only on imported 
articles which compete with similar articles manufactured in India, 
but also on imports of knitted fabric ’’, It was added that ‘‘ it will 
also be necessary to impose a protective duty on imports of under- 
wear made from woven fabrics ”’. We believe that the failure of 
the Schedule to carry out this intention has not been deliberate, 
and we recommend that the same protective duty should now be 
applied to apparel made of cotton knitted fabrics as to the knitted 
fabric itself. 


- Japanese competition, 


135, We have carefully examined the statements of costs which 
have been submitted to us by the Associations of Bengal and 
Ludhiana and some individual factories. 
In certain respects we find some of them 
excessively inflated, and inconsistent with the present position 
of the Industry. We have substituted selective costs which 
we believe to represent more nearly the proper costs of the 
more efficient units of the Industry. The Associations claim 
that in general the small factories are at no disadvantage in com- 
parison ‘with larger concerns: in the particular lines that they 
manufacture there may even be an advantage. We see no reason 
to change the opinion in this respect that the Tariff Board arrived 
at in paragraph 189 of the Report on the Cotton Textile Industry, 
wiz., that in general this view is correct. Most of the factories are 
established in hired buildings, and capital outlay is therefore 
confined to machinery. A certain amount of this, mostly hand- 
driven circular machines, is being manufactured in the Punjab, 


Cost of production. 
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but it is reported that they are not durable, and the bulk of the 
up to date machinery is imported from England and Germany, As 
was the case with cotton hosiery, the weight of the Japanese goods 
is generally less than that of the Indian. Though this serves to. 
accentuate the difference in price of comparable articles when 
they are sold retail we understand that some Indian manufacturers. 
prefer to maintain a slight excess in weight, in order to push their 
own sales. The complaint is general that the depreciation allowed 
by the Income-tax Department on machinery (5 per cent.) is 
inadequate, and some of the factories claim that they are obliged 
to provide 20 per cent, in their accounts, We repeat the recom- 
mendation made in the report on the cotton trade that 10 per cent. 
allowance should be regarded as reasonable for both sewing and 
knitting machines. , 
136. It is generally agreed that there is no competition to-day 
between. hosiery from the United Kingdom and Indian manufac-. 
-., turers, the bulk of the manufactures from 
Saty ta greet aheg the United Kingdom coming in to-day being 
dom goods to be re- either priced higher than the comparable 
wained. Indian garment, or of kinds and qualities. 
which are not generally made 1m India, such as ladies’ underwear. 
The demand by some manufacturers for a certain increase of duty- 
on imports from the United Kingdom is based on the fear of what 
may happen if the present scale of duties is raised against Japan. 
In view of the steady level of prices from the United Kingdom we. 
see no justification for this fear, and recommend that the present: 
preferential duty should be retained. 
187. We find that a protective duty is required against Japan, 
but that it need not be higher than the 
.Protective duty not present revenue duty. The following Table 
higher than present 6¢ comparative prices estimates the extent 
revenue duty required 3 : ¥ fh . 
against Japan. of protection required in typical articles of 
pure woo] :—~ 
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138. We have had some difficulty, owing to the differences in 
the reported prices of Japanese goods, in arriving at a reliable 
comparison, ‘here is a very great range of 
weights in Japanese hosiery. Pullovers of 
similar appearance may vary in weight from 4} ozs. to 10 ozs. each. 
In the comparison of prices made by manufacturers we are atraid 
thix variation has sometimes been ignored. Indian manutac- 
turers tend to be conservative in their methods, but since the fair 
selling price varies directly with the weight of the article, and 
there 1s no reason that we can admit why Indian manufacturers 
should not manufacture goods of exactly similar weight to imported 
articles, we are obliged in our comparison to set only similar 
weights against one another. In the above able therefore we have 
either chosen articles of similar weight, or have taken imported 
hosiery garments (similar to those made in India but of which we 
have no exactly similar samples) and costed them on the Indian 
basis. The comparison shows that the present revenue duty of 
35 per cent. will cover the average difference between the fair 
selling price and the Japanese selling price, if we exclude the 
-one outstanding exception. In none of these examples does the 
specific duty of Re. 1-2 per lh eeine into force. 


Comparison of prices. 


189. We have been told that competition is severe in Japanese 
hosiery of mixed wool and cotton or artificial silk. But no witness 
' has supplied us with samples of mixed 
BEEAES: Hosiery hosiery: we have not therefore been able to 
ascertain comparative prices, But the cost to manufacture 
mixtures will be identical with that of woollen hosiery, and we see 
no reason for any discrimination against mixtures, except to the 
extent given by applying the-same specific duty. 


140. The duty required on socks would appear to be about 

50 per cent. which is approximately the incidence of the present 

cae specific duty of Rs. 1-2 a lb. on the example 

. given. We recommend therefore that the 

existing duties of Re. 1-2 a lb. or 35 per cent. ad valorem be 
retained ag protective duties. 


141. A common demand from hosiery manufacturers is that a 
margin of at least 25 per cent. should be maintained between the 
duty on yarn and the duty on the finished 
Claim for 25 per cent. product. The claim is unjustified and seems 
fnigked of duty on the to he based on some confusion of thought. 
nished product uot : © 
justified. Yarn cost is at least 50 per cent. of the cost 
of the finished article: conversion costs 
therefore excluding overheads and profit amount to 42 per cent. 
The same proportions must certainly apply roughly to all foreign 
hosiery, And the claim therefore that 25 per cent. should he 
imposed on the declared value of the finished article amounts to 
a demand that a duty of 60 per cent. should be imposed on the 
-costs of manufacture. 
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142. The position of the small scale woollen hosiery factory 
ditters in respect of its raw material from the cotton factory in 
Industry’s claim to that while it has available in present cir- 
protection justified al- cumstances an almost unlimited supply of 
though raw material cheap worsted yarn, this ‘‘ raw material’’ 
wholly mipgried: ' is almost all imported. It owes its rapid 
growth and undoubted present prosperity very greatly to this 
factor but it remains a fact that the larger part of the industry 
to-day fails to fulfil the first condition of the Fiscal Commission. 
Qn the other hand it must be remembered that the industry has 
reached its present position under the encouragement of the high ~ 
revenue duties deliberately imposed on imported woollen hosiery: 
and would we think have a legitimate grievance-if it were now held 
that this quasi protection was unjustified on this ground. And we 
have pointed out that woollen and cotton hosiery manufacture are in 
many instances joint and complementary, and in the climatic 
conditions of India are to some extent mutually dependent. In 
the circumstances we consider that the Industry may claim to be 
protected. = 
143. Three of the large scale woollen mills have hosiery depart- 
ments—the Indian Woollen Mills andthe Dhariwal and Cawnpore 
nen neers Mills—but we have litle or no evidence of 
ee eg the extent to which there is competition 
between the two branches of the Industry. Much of the mill pro- 
duction goes to fulfil Government contracts. We have already made 
note of the fact that the woollen hosiery trade to-day—apart from 
some special lines required in some Government departments—is 
almost entirely a merino trade, and that the large market demand 
that at present exists would almost certainly decline if the quality 
of the output deteriorated. The importance of a supply of first 
class yarn needs no further emphasis. We have discussed in 
paragraph 107 the question whether the existing mills are in a 
position to supply it. The Hosiery Associations fully realize the 
dilemma and, we understand, are divided in their views. But 
most of them are inclined not to oppose protection of yarn provided 
they get a fully equivalent protection of their finished goods. This 
attitude (apart from any consideration of consumer’s interests) 
ignores the probable effect on their market of any considerable 
increase in the price of hosiery, and if internal competition keeps 
down prices they may. find themselves with already reduced profits 
at a disadvantage in competition with the mills. The Ludhiana 
Association believes that such a position will induce the setting up 
of spinning mills and is prepared to. take the risk. For reagons 
which we have discussed at length in dealing with the claim for 
protection of yarn we prefer the alternative solution of this problem. 


CHAPTER X. 


Miscellaneous. 


144. Among the claims to protection are included those from 
certain mills on account of roller cloth, sizing flannel, clearer cloth 
~~ and belting yarn. These materials as a 
Rolier cloth, sizing yesult of the recommendations of the Cotton 
flannel and clearer ‘Textile Tariff Board (1926) were p'aced on 
: the duty free list on the ground that they 
were among the important mill stores used by the cotton mill 
Industry. Since that year, the duty on the first three items has 
been raised to 10 per cent. and that on belting yarn to 6} per cent. 
Roller cloth, we have ascertained, is still not manufactured in 
India in commercial quantities. We recommend that it should 
remain subject to revenue duty only. Sizing flannel and clearer 
cloth however are manufactured in satisfactory qualities by a 
number of mills: some of them for consumption by cotton mills 
under the same management, others for the market. It is reported 
that about 29,000 yards of clearer cloth and 89,000 yards of sizing 
flannel are consumed per annum by the Indian cotton mill Indus- 
try. This consumption is easily within the capacity of the Indian 
producing mills. The Millowners’ Association of Bombay has 
agreed as-a “‘ gesture of goodwill to the sister industry ’’ that these 
two materials should be included in any scheme of protection that 
is recommended, provided that the protective duties are imposed 
for a strictly limited peried. We agree with the Millowners’ 
Association that a larger market will enable the Indian producer 
to reduce prices and internal competition will prevent any burden 
on the consuming indusiry. Imports are chiefly from the United 
Kingdom and the difference. in price is reported to be 4 annas a 
yard. The difference between the Indian fair selling price and 
the imported c.i.f. price works out at less than 25 per cent. and 
consequently will be covered by the preferential duty which may 
be imposed on the United Kingdom manufactures. We therefore 
recommend that sizing flannel and clearer cloth should now be 
removed from the list of mill stores subject to a reduced duty. 


145. With regard to belting yarn we have no statistics of 
imports of this material. The manufacture of belting from woollen 
yarn is, so far as we can ascertain, carried 
on only by two or three Calcutt. firms. One 
of these firms which consumes about 300,000 Ibs. a year of yarn, 
reports that it already uses mostly indigenous yarn in the manufac- 
ture of its hair belting, and while they do not object to an increase 
in the duty on the imported yarn they claim that it would be 
necessary to put on a compensating duty on foreign belting in 
order to balance the enhanced price of the indigenous yarn they 
are already using. In these circumstances we see no special 
ground for treating belting yarn differently from other yarns which 
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on other grounds we have declined to recommend for protection. 
We recommend that the present revenue duty should be retained. 


146. The possibility of the extended use of synthetic wool was 
brought to our notice by a witness who informed us that a process 
Scathotin wool of manufacture of synthetic wool from 
ere eer jute had been perfected by a German firm, 
We have been able to obtain no evidence of the import into India 
of such material. 
147. The import of woollen braids has increased in the last 
year and has now reached a figure of 40,000 Ibs. No Indian manu- 
Braids facturer has claimed any protection against 
, these imports and we recommend that the 
ordinary revenue duty should continue to be imposed on this 
material. 
148. We have received evidence that the practice of killing ewes 
with young in order to obtain the fleece of the unborn lamb is 
Gigushteex ak ewes extending. Apart from its effect on the 
’ supply of better class Indian wools we 
consider this to be a barbarous practice which should be stopped. 
We recommend that the export of lambs’ wool on the pelt be 
prohibited. 
149, It has been brought to our notice that there is a type of 
cloth used chiefly for Government contracts (we have come across 
Mixed serge fabrics 2° examples of it in the markets) made of 
of the type used for worsted warp and woollen weft. It is a 
Government contract to serge in which great strength is required 
he classed as woollems. oombined with cheapness. We recommend 
that fabrics of this construction should be classed as woollens. 


150. Some complaint has been voiced by representatives of the 

mills regarding the competition of jail manufactures, We have 

Gnade”. See collected from local Governments the figures 

jail icnitactusee: of output of woollen goods in jails and the 

following statement gives the total under 

different heads. Since some Governmenjs have reported in pounds, 
and some in numbers, both have been included in the totals. 

Oe ge es Sap Be he 


ars ' 


Farts VEE er PrP ‘3 po ed 
oe Taste XLIT. 7 
Number. 

Blankets . : . % 93,942 plus 354,256 Ibs. 
Piecegoods . 7 i .. 18,417 yards. 
Hosiery . s . * 213 plus 22,500 pairs. 
Carpets. . ‘. . 272 plus 298 square yards, 
Miscellaneous . 2 ’ 10,140 plus 14,105 pairs and 17,871 Ibs. 


151. An estimate of the effect of our proposals on the Customs 
revenue cannot be more than guesswork. In blankets the effect of 
the addition of 4 annas specific duty to the 

Ge piprepaenis/or ad valorem duty would raise the revenue on 
amined. the present imports by Rs. 16 Inskhs. Im- 
ports of rugs would have to fall by about 
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3 million younds before a loss of present revenue can occur. In 
woollen piecegoods the loss of the whole shoddy trade would involve 
a loss of Rs. 51 lakhs revenue. We do not anticipate this, In 
worsteds, assuming that the average duty to-day amounts to 43 
per cent. on half of Rs. 180 lakhs (the value of piecegoods), and is 
therefore about Rs, 38 lakhs, our proposals would raise the revenue 
on the same volume of imports by Rs. 17 lakhs. The revenue 
from the United Kingdom and Continental imports may be assumed 
to remain steady, and therefore Japanese imports would have to 
fall by about Rs. 22 lakhs in value before the additional revenue 
will be lost. The value of Japanese worsted imports may be put 
at about Rs. 50 lakhe, 


G. WILES, 


President. 


FAZAL I. RAHIMTOOLA, 
Member. 


H. R. BATHEJA, 
Member. 


Bombay, dated the 10th June, 1936. 
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Representations received by the Tariff Board. 


. The Millowners’ Association, Bombay. 
. Messrs. E, Hill and Company, Limited, Nainital. 


Mr. Guranditta Anant Ram and Others, Jalalpur Jattan, Gujarat. 
The Oriental Carpet Manufacturers (India), Limited, Amritsar. 


. Shaikh Gulam Sadik Woollen Mills, Amritsar. 

. Messrs. Ahmed Ebrahim Brothers, Rangoon. 

. Messrs. C. M. Hadow and Company, Srinagar. 

. Bombay Woollen and Fancy Cotton Piecegoods Merchants’ Association, 


Bombay. 


. The Bangalore Industrials, Bangalore. 
10. 
11. 
12. 
13. 
14, 
15. 
16. 
17, 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 


Messrs. A. Tellery and Sons, Limited, Bhadoi, Benares State. 
The Bengal Belting Works, Limited, Calcutta. 

Messrs. Bettmann and Kupfer, Bombay. 

The Hon’ble Mr. Hossain Imam, Gaya. | 

The Trade Commissioner for France in India. 

Messrs. Diwan C. Mehra and Company. 

Consul General for Germany, Calcutta. 

Mr. Maganlal Bhikhabhai, Ahmedabad. 

Hosiery Manufacturers’ Association, Ludhiana, 

Atlas Hosiery Works, Jullundur. 

The Kesari Hosiery, Khanna. 

Messrs. Beri Brothers, Ludhiana. 

Rai Bahadur Hosiery, Ludhiana, 

Swadeshi Karyalaya, Ludhiana, 

Gujsta Hosiery Mills, Ludhiana City. 

Sund Hosiery, Ludhiana. 

The Hosiery Manufacturers’. Association, Bengal, Calcutta. 
The Pucka Hosiery Mills, Cawnpore. 

The Hosiery Manufacturers’ Association, Lahore. 


National Federation of Hosiery Manufacturers’ Association of the United 
Kingdom, 


Association for the Development of Swadeshi Industries, Delhi. 
Delhi Piecegoods Association, Delhi. . 

Merchants’ Chamber of the United Provinces, Cawnpore. 
Punjab Chamber of Commerce, Delhi. . 

Indian Merchants’ Chamber, Bombay. 

Karachi Chamber of Commerce, Karachi. 

Blanket and Shawl Traders’ Association, Calcutta. 
Marwari Chamber of Commerce, Calcutta. 

Madras Chamber of Commerce, Madras. 

Hindusthani Mercantile Association, Delhi. 

Chamber of Commerce, Bombay. 


Wool Textile Delegation and the Huddersfield Chamber of Commerce in 
Great Britain. 


Bradford Chamber of Commerce, Bradford, England. 

Army Department of the Government of India. 

All-India Hosiery Manufacturers’ Association, Cawnpore. 
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List of those wha gave oral evidence before the Tariff, Board. 


. Raymond Woollen Mills, Limited, Bombay—4th March, 1935. 

. Government of the United Provinces—Sth March, 1938. 

. Indian Woollen Mills, Bombay—-6th March, 1935. 

. Bangalore Woollen, Cotton and Silk Mills, Company, Limited—7th 


March, 1935. 
Kaiser-I-Hind Woollen, Cotton and Silk Mills, Limited, Bangalore—7th 
March, 1935. 


. Joint representation of the Indian Woollen Mill Industry—8th and 9th 


March, 1935, 


. Government of Bombay—12th March, 1935. 
. Messrs, Shankalchand G@. Shah and Company, Bombay—138th March, 


1935, 


. Messrs. Jiwandas Bhanji and Company, Bombay—13th March, 1935. 
10. 
‘li. 
12, 


* 


14. 
16. 
16. 


Messrs. Hazarat and Company, Bombay—l4th March, 1935. 
Government of the Punjab—l&th March, 1935. 

British India Corporation, Limited, Cawnpore-—-19th March, 19365. 
Hosiery Manufacturers’ Association, Bengel—25th March, 1935. 
Hosiery Manufacturers’ Association, Ludhiana—26th March, 1935. 
Messrs, Mangaldas Kahandas' and Company, Bombay—13th April, 1935. 
Bradford Chamber of Commerce, England—16th and 17th April, 1986. 
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Visits of Inspection. 


During the period from the 23rd October to 18th November, 1934, the 
Board visited the woollen mills at Thana and the woollen mills and drugget 
factories at Bangalore. In the latter place the Board also inspected the 
sheep breeding farms and several centres of kambli weavers. They had dis- 
cussions with the Director of Agriculture and the Live Stock Expert of 
the Government of Mysore and the representatives of the Sheep Breeders 
Association at Kolar. They also visited the Yelachalhally sheep farm and 
inspected the kambli weavers at Hansur in Mysore. During a second tour 
from the 4th to 20th December, 1934, the Board visited the Dhariwal Woollen 
Mills, several carpet, hosiery aud weaving factories and some of the 
important cottage blanket and shawl manufacturing centres in Northern 
India, where they also met the representatives of several Associations and 
dealers interested in the woollen goods trade and manufacture. They also 
visited Sind where several woollen godowns were inspected. The Board had 
discussions with the representatives of the principal Associations and 
Chambers at Karachi. In Bombay they have been in continual touch with 
importers and merchants in regard to various matters. 
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APPENDIX TV. 


Some Raw Wool Statistics (average of five years). 


ibs. 
A. Imports by sea (including ‘‘tops”) . . 5,741,000 


Pe by land : . ? . ‘ - 11,380,000 
Total imports . . . 17,121,000 
Re-exports : : é ‘ 7,353,000 
Net imports . ‘ : . ee 9,768,000: 
B, Exports of Indian wool . ; é . a 42,050,000: 
C.. Estimated consumption by the Woollen Industry 1933-84— 
(a) Mills 
Foreign. East Indian. Total. 
Ibs. Ths. lbs. 
2,846,000 149,720,000 18,566,000. 
(b) Cottages and small factortes— 
(See Table I.) 28,618,000 
Total consumption 37,194,000 


Nots.—Figures of East Indian and Indian are not always distinguished. 
But consumption of Indian wool by Mills probably amounts to about. 
7,000,000 lbs. and of “‘ East Indian ’’ wools (including Indian) to about 
10,719,000 Ibs. the difference; 8,719,000 Ibs. being ‘Frontier’ wools. 


oe of other ‘foreign wools”’ by Mills is probably about 2,846,000 


Net imports of all wools amount to 9,768,000 Ibs. Mill figures account 
for only 6,500,000 lbs. of this. If the Customs figures are accurate it seems 
likely that the bulk of the balaneo (about 3 million lbs.) is “ Frontier wool ”’ 
used by the cottage industries and carpet industries of the North. Of 
Indian wools the cottage industries consume (according to reports) about 
93,618,000 Ibs. To this must be added consumption by the carpet factories 
not included in the provincial reports which may be put ab about 8 million 
Ibs. For convenience the 3,000,000 lbs. of frontier wool may be assigned to 
carpets, This leaves 5 million Ibs. of wool to be added to the estimated 
consumption by the textile industry. 


Exports of Indian wool amount on the average to 42,000,000 Ibs. (in 1988-34 
they were nearly 56 million). We cannot add this figure to the industrial 
consumption in order to get the total production of wool, becanse we have no 
figures of the domestic consumption of wool for other than industrial pur- 
poses, nor any estimates of consumption at all from the other Indian States, - 
But if we take the ‘Census of sheep as a rough guide and count the produc- 
tion of wool as 14 Ibs. per sheep, we get a total production of about 
16,750,000 Ibs. for the other Indian States. Wo know that a considerable 
amount of wool is exported from Hyderabad and the Rajputana, Punjab and 
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Western India States, and we might put this ab about one-third the esti- 
mated crop, viz., 5,600,000 ibs. Hf we deduct this from the total sxports, 
as-being already included, we get the following figures :— 


Reported Industrial consumption . é ‘ 35,618,000 
Production in other Indian States . : : 16,750,000 

Exported (less Indian States exports included 
above) : . ‘ : , : 36,400,000 
Total ; 88,768,000 


To this must be added the wool used locally for domestic and other 
purposes. (In Madras for instance it is reported that a good deal of wool 
is used for manure.) We cannot hazard a guess at this consumption. 
But it seems likely that the total production of wool is in the neighbourhood. 
of 100 million lbs., including Kashmir. We have no census of sheep from. 
Kashmir. For the rest of India the census of 1929-30 gave a total number 
of 41,798,000 sheep. The average annual clip in the Punjab is said to 
weigh about 2 pounds: it may be about the same in the United Provinces. 
In Mysore and the South of India tests give the annual clip as about 14 Ibs. 
per sheep: and this average probably applies to the greater part of India. 
Jt is clear that the census greatly under-esbimates the number of sheep. 
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APPENDIX V. 


Note on sheep breeding in India by the Imperial Council of 
Agricultural Research. 


The problem of sheep breeding in India with a view to improving the 
«quality of wool has been receiving the attention of the Imperial Council of 
Agricultural Research and the following action has been taken. 


In 19883 a scheme was submitted by the Bombay Government for sheep 
breeding in that province including cross breeding with Merino sheep for 
the improvement of wool. The matter was referred to the Cattle Breeding 
‘Committee of the Imperial Council of Agricultural Research and a scheme 
was drawn up for experimental sheep breeding at suitable centres in India 
the object of which was to carry out co-ordinated work with view to improv- 
ing the best breeds of Indian sheep particularly for improved weol produc- 
tion. It was decided that as a general rule the correct policy would be to 
‘develop local wool producing breeds, of which the Bikanir appears to be the 
est, and that experimental breeding should be carried out at the following 
‘centres, viz., Hissar Farm, Hingoli Hosur (Madras), Bhamburda (Bombay), 
“Mahbubnagar in Hyderabad State, a selected contre in Mysore, Bharkhand in 
Baluchistan and at Kangara. Two schemes have accordingly been approved, 
one for Bombay and another for Madtas, and other schemes are expected. 

Work on improvement of wool’bearing sheep has been in progress for some 
‘years in the Mysore State where the Merino sheep have been used to a 
‘considerable extent for cross breeding and this work is still in progress. 

At Hissar Farm also experimental breeding with a cross-bred Merino 
and Bikanir Sheep has been carried on for a number of years and though 
great difficulty has been experienced in maintaining pure-bred Merino Sheep 
for any length of time in the plains, a cross-bred_sheep has been evolved, 
and is now to some extent fixed in type, called the Hissar Dale Sheep. These 
‘sheep produce a larger quantity and finer quality of wool than any Indian 
‘sheep and it is hoped that they may be able to thrive under Indian condi- 
tions in certain localities, 

Tt is, however, still doubtful if the breeding of Merino cross-bred sheep 
will be generally practicable in the plains in India and it is considered 
that the improvement of Bikanir|sheep)for wool production is likely to 
prove more feasible and more satisfactory in the long run. It is anticipated 
that work on these lines will be considerably increased in the near future 
iin certain provinces and States, where conditions are likely to be suitable 
for the production of wool bearing sheep. 
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(2) Purchases of Local Governments otherwise than through the 
Agency of the Indian Stores Department. 

We have obtained figures from all provinces of purchases of woollen goods. 
made otherwise than through the agency of the Stores Department. Since 
all provinces do not follow the same system in calculating their purchases, 
we are able to give values only. The average annual value of the purchase: 
of piecegoods amounted during the seven years ending 1933-34 to— 

Imported ‘ 2 E : : 4 Rs. 389,000 
Indian : 3 2 E : js » 1,76,000 


The value of the imported goods fell from Rs 70,000 in 1927-28 to. 
Rs. 28,000 in 1933-84. : 


Blankets— 
Imported ge eo tS lay © p< Sle > <BESO0 
Indian é ; - i ‘ ‘ : 3, 1,84,000 


The average price of Indian blankets in 1927-28 was Rs. 3:53 and im 
1933-34 Rs, 4°88. 


Hosiery— 
Imported : : : . : a aks Rs. 3,000 
Indian . , A ‘ : : xy 1,18,000 
Other sorts-— 
Imported . ‘ ‘ E : Rs. 41,000 


Indian : - eres : : 33 1,22,000 
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(8) Purchases of the Railways otherwise than through the agency 
of the Indian Stores Department jor the year 1933-34. 


Rs. 
Blankets : : 5 : : ; bo oe 81,3852 
Piecegoods . . F a ‘ : ; 33,061 
391 


Hosiery 2 : : F i . ; 7 


Other sorts 2 ee : : . . > -8,851 
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